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00- 1.1 Introduction 
The growing economy of developed countries and the emergence of multinational 
companies as well as worldwide and fast growth of innovations under the umbrella of 
international activities, all suggest that it is necessary for the companies in developing 
countries to internationalize. Evidence for this can be found, for example, in UNIDO's reports 
Xurthermore, the experts note that the internationalisation of companies is achievable In 
various ways, such as OFDI (Outward Foreign Direct Investment): OFDI from developing 
countries rose from $147 billion in 1990 to over $1 trillion in 2004 ((UNIDO, 2005). 
Expanding economic activities overseas requires Furthermore studies concerning how to 
Internationalize. The IMF and GATT (now WTO) which came into existence after WWII 
provided the foundation of International economic and social development through trade. 
Nowadays, countries are trying to find and classify the global locations for creating economic 
advantages. International expansion may provide access to new markets, increased sales 
revenues, lower costs, and greater profits (Grant, 1987, Kim Hwang and Burgers, 1993). 
Different theories and new gains to successful countries have focused attention on the analysis 
of the behaviour of companies In different economies. analysis of Fortune 500) draws 
various economic strategies and theories to facilitate internationalisation. 
Some studies for example CNN Database' (2005) and UNIDO report (2005) Imply that 
countries have provided the appropriate foundation for compatibility by applying effective 
policies and strategies. Policy issues and programms that support enterprise 
internationalisation have also been underlined. Countries such as China, Malaysia, and 
Singapore have provided Institutional support to facilitate Internationalisation (UNIDO. 2005). 
Furthermore 
, over the past few years, a number of high profile cases worldwide have drawn 
the attention of policymakers and the public alike to the issues related to corporate governance 
(CG). 
Over the past 30 years in the US and the past two decades around the world, various 
entities have sought to improve the quality of CG (UNIDO, 2005). 
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The parallel process, namely, globalization, which includes the liberalization of economies. ' 
and the transformation of the structure of company-ownership have gained attention in the 
convergence of various practices of CG. In this respect, following studies including Sanders and 
Carpenter's (1998), and Aguilera, (2004), the quality of CG seems to be considered as an 
effective process in internationalisation of companies. Despite the various studies and theories 
on CG in recent decades, however, there seems to be no comprehensive study on the effect 
of different aspects of CG on internationalisation. 
In addition, the single commodity-dependent economies In developing countries point to 
the need for, and attention to, research on the effect of CG on Internationalisation. Attention 
to CG and its quality did not entail the emergence of competitive companies. Yet, it 
overshadowed the single commodity attitude in social and political behaviour and widened the 
economic gap between the countries and the companies because of internationalisation. This 
study Investigates the effect of CG on Internationalisation (IN) through organizational 
excellence PE). 
00- 1.2 Initial situation and motivation for the research study 
In 2005, Iran's revenue from export was US$ 55.4 billion, of which 85.5% came form 
petroleum and natural gas. The economy continues to depend heavily on the exports of crude 
oil, petroleum products and natural gas (around 85% of total export earnings, 40% to 50% of 
the government budget, and 30% of CDP), (Library of Congress, 2006). Although the relative 
share of export revenues accounted for by these hydrocarbons has declined gradually since 
the early 1980s, when It approached 95%, it remained extremely high. This overdependence 
on oil and gas exports has rendered the country's economy highly vulnerable to fluctuations 
in international energy prices, and has imposed a severe constraint on the Government during 
the past two decades. 
A diversification of the country's revenues through the determined development of its 
export-oriented manufacturing capacity could offer a viable alternative. As also stipulated in 
the country's Second and Third Socioeconomic and Cultural Development Plans, by Increasing 
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the resilience of its economy against external shocks, supporting job creation and technological 
innovation, and adding domestic value to its rich natural resource base, thereby enhancing its 
overall economic performance (Library of Congress, 2006). 
The realization of this potential is constrained primarily by the lack of international 
competitiveness of the import substituting manufacturing sector, accustomed essentially to 
serving a highly protected domestic market. A shift in orientation towards more discerning and 
demanding export markets will inevitably require these industries to strive for a substantial 
improvement in their competitiveness. 
A plethora of studies has examined the benefits from international diversification for 
companies' shareholders. International expansion has the potential to provide access to new 
markets, increased sales revenues, lower costs and greater profits (Grant, 1987, Kim Hwan and 
Burger, 1993). 
At the company level, competitiveness is measured In terms of the ability to satisfy four 
criteria simultaneously. The company must supply products of adequate quality, and at 
competitive prices; it must be in a position to provide sufficiently differentiated products to 
meet a differentiated demand situation: and also, respond quickly to the changes in demand 
behaviour (OECD, 2002). Given the increased complexity arising from this internationalisation, 
top teams are tasked with the analysis of even greater data, amount and processing 
requirements, which in turn can be facilitated by corporate governance arrangements. 
In other words. the competitiveness of companies Is being more and more determined 
at the micro level by a company's success or failure in meeting four criteria simultaneously: 
Efficiency, Quality, Flexibility, Responsiveness (Ibid. 2002). 
However, the major question for companies is, "what are the basic conditions that enable 
a company to meet these requirements? " . Unfortunately, corporate governance and 
internationalisation research in Iran is new and there is a shortage of knowledge about CG and 
internationalisation of companies in general. To fill this gap, this research investigates the 
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basic conditions that could facilitate intemationalisation of Iranian companies. 
101- 1.3 Profile of the research field 
Iran is located in the Middle East between Turkey and Iraq on the west, Afghanistan. and 
Pakistan on the east; it borders the Persian Gulf and Gulf of Oman in the south. and newly 
Independent states of former USSR in the north. The first Iranian state was the Achaemenian 
Empire, established by Cyrus the great in 546 BC. In 1501, the Savavis created a strong 
centralized empire and established Shia Islam as the official religion. On April 1979, the Islamic 
republic of Iran was established following the revolution ousting the Pahlavi dynasty (Library 
of Congress. 2006). 
00- 1.4 Internationalisation (IN) and Corporate Governance (CG) 
There are numerous efforts made to understand internationalisation. Historically, 
internationalisation studies have originated in western countries. Research on this topic has 
tended to focus on manufacturing companies from those countries. During the past decades, 
the concept of Internationalisation has evolved and different theoretical approaches (Liesch, 
et al. 2002, Coviello and Munro, 1997) have been selected by researchers to define and 
operate the concept and answer the questions concerning the reasons and forms of company 
internationalisation. 
Empirical Investigations of internationalisation have focused on the observable aspects of 
the phenomenon that are international activities of companies Including foreign direct 
investment (FDI) and exporting behaviour. For some researchers the term 
"Internationallsation" means the outward movement in a company's International 
operations. Others have paid their attention to Interconnections between inward and outward 
activities of companies in international markets, thus suggesting a broader definition of 
internationalisation. which includes both sides of the process (see for example Turnbull, 1985; 
Piercy, 198 1; Reid, 198 1 -, Cavusgil, 1980). 
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While Furthermore definitions are considered in chapter 2. for practical reasons this study 
simply refers to internationalisation as a term interchangeable with the export behaviour of 
Iranian companies. The main goal is to investigate internationalisation in Iranian companies. 
00- 1.5 Aims and objcctives of the study 
The general research objective of this study is to develop a theoretical explanation of the 
link between company's internationalisation dimensions and governance system based on 
empirical data from Iranian companies. This is carried out by analyzing and exploring the 
impact of corporate governance (CG) quality on the dimensions of internationalisation. 
The main alms are to identify attitudinal, structural and performance aspects of 
Internationalisation in relation to the perceived quality of the governance system of the 
companies. The focus of the study is to explore the possibility that the more a company is 
transparent, accountable, fair, and responsible then there would be a proportionate increase, 
in Its potential for internationalisation. 
Few topics are more central to international business and development agendas than 
corporate governance (CIPE 2002). Corporate governance systems have evolved often In 
response to corporate failures, or systemic crisis. How corporations should be governed to 
enhance corporate and economic performance has been widely discussed the in the United 
States and Britain, peaking by the late 1990s, when the CG appeared to be a major issue on 
economic discussions. Bearing in mind the previous studies concerning CG , international 
business, and diversification (see for example Merrett, 2004) this study attempts to probe 
the effects of corporate governance on the internationalisation of Iranian companies. 
00- 1.6 Research questions 
Concerning the aim of this research, two sets of questions have been formed. The first 
three questions try to establish a framework for the research. The forth and fifth questions 
contain the core questions which will be addressed by the field research. 
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1. What is the concept and what are the dimensions of corporate governance? 
2. What Is the concept and what are the dimensions of organizational excellence? 
3. What is the concept and what are the dimensions of internationalisation? 
4. Does organizational excellence mediate the relationship between Internationalisation 
and corporate governance? 
5. Is the quality of corporate governance positively and significantly correlated with the 
, internationalisation of companies? 
00- 1.7 Methodological considerations 
The choice of method is probably the most important aspect of a research study. As this 
research tries to measure the effects of corporate governance on Internationalisation of Iranian 
companies, it falls Into the category of quantitative studies. The research Is an applied one, 
and is conducted in the hope that it may help the managers and other stakeholders of 
companies to decide on enablers of internationalisation. Four types of variables are recognized 
In this research, namely: independent (CG), intermediating (organizational Excellence), and 
dependent (internationalisation) variables. Questionnaires were used as the instrument for 
data gathering, employing CLSA scaling. Furthermore, the population. from which the sample 
was taken, comprises of the experts considered as informed sources concerning Iranian 
companies. 
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00- 1.8 Organization and structure of the thesis 
7 
The study is organized into six chapters. This chapter has outlined the background and 
motivation for the research area, and the basic research problem. It explained the aims and 
objectives of the research, the significance of the study. Chapter 2 contains a review of the 
relevant literature, the extent of the findings with regard to the research questions posed In 
this dissertation, and an assessment of the gaps in the literature. In chapter 3. the research 
model is presented. Chapter 4 presents the research design and methodology used for testing 
the research model: the chapter provides details on the construction of the study sample and 
the survey instruments and measures used. Chapter 5 describes the data analysis techniques 
used to test the hypotheses together with the statistical measures used, and presents the 
results of the descriptive statistics and correlations found. Chapter 6 discusses the theoretical 
and practical Implications of the results obtained and the limitations of the research conducted 
here. In addition, suggestions for future research are given in this chapter. 
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CHAPTER 2. LITERATURE REVIEW 
00- 2.1 Corporate Governance (CG) 
2.1.1 Preview 
As discussed earlier, the vulnerability of the Iranian economy due to its overdependence 
on oil revenues requires a diversification of economic activities such as export portfolio and 
the ability to appear in international markets. In order to connect to global trade and become 
Internationalized, companies have to compete not only in domestic markets but also in foreign 
ones. The company has to take competitive actions to be able to achieve any economic gain 
(UNIDO, 2005). To become Internationalized, as explained earlier and as will be discussed 
later, this research investigates the idea that the quality of CG may facilitate the process. 
2.1.2 Characteristics of CG 
)0- 2.1.2.1 Importance 
Few topics are more central to the international business and development agendas than 
corporate governance (CIPE, 2002). A series of events over the last two decades have placed 
corporate governance issues on the top of concern for both the International business 
community and the international financial institutions., 
Corporate governance systems have evolved over time, often in response to corporate 
failures or systemic crisis. The first well documented failure of governance was the South Sea 
Bubble in the 1700s, which revolutionized business laws and practices in England. Similarly. 
much of the securities law in the United States was put in place following the stock market 
crash of 1929 (Chamlou, et al., 2001). 
There has been no shortage of other crises, such as the secondary banking crisis of the 
1970s in the United Kingdom and the U. S. savings and loan debacle of the 1980s. The history 
of corporate governance has also been punctuated by a series of well-known company failures: 
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Spectacular business failures such as the infamous Bank of Credit and Commerce International 
scandal and the gap between executive compensation and corporate performance are some 
of the examples. As Lazonick and O'sullivan (2000) pointed out more recently, high profile 
scandals, financial crises and/or institutional failures In Russia, Asia and the United States 
have brought corporate governance issues to the fore in the developing countries. transitional 
economies, and emerging markets. 
The question of how corporations should be governed to enhance corporate and economic 
performance has been widely discussed in the last two decades in the United States and Britain. 
Until recently, the subject of corporate governance has attracted much less attention on the 
European Continent, in Asia, and in other parts of the world (Lazonick, W. and O'Sullivan. M., 
2000). 
By the late 1990s, however, corporate governance had become a major, and highly 
contentious Issue in all of the advanced economies and, Increasingly, in the developing 
countries as well. International organizations have devoted Increasing attention to corporate 
governance as a topic of global concern. In May 1999. for example, the OECD published its 
"Principles of Corporate Governance" , which as it noted, is "the first Intergovernmental 
attempt to develop a set of international standards for corporate governance" (OECD, 2002). 
In June 1999, the OECD and the World Bank signed a memorandum of understanding 
that created a Global Corporate Governance Forum for the discussion and coordination of 
global standards of corporate governance. Other multilateral agencies, including the 
International Monetary Fund (IMF), the Asian Development Bank, and the Asia Pacific 
Economic Cooperation organization, as well as American and British Institutional investors, are 
actively pursuing agendas to bring about the reform of corporate governance systems around 
the world. 
Contemporary debates about corporate governance largely stem from the recognition of 
the centrality of major enterprises for allocating resources in the economy. 
Publicly listed corporate enterprises, whose shares are generally widely held, play a critical 
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role in shaping economic outcomes through the decisions that they make about investments, 
employment, trade, and income distribution. 
The process through which corporate revenues are allocated has profound effects on the 
performance of the economy as a whole. In countries where family owned companies are 
important economic players and the publicly listed corporation is not the predominant legal 
form of the large-scale business enterprise, an understanding of corporate governance remains 
crucial for analyzing the relation between resource allocation in and by these enterprises and 
the performance of the national economies in which they operate (Lazonick and O'sullivan, 
2000). 
Corporate governance is a means by which society can be sure that large corporations 
are well run institutions to which investors and lenders can confidently commit their funds. 
It is now Increasingly clear that having a transparent and fair system to govern markets, fair 
treatment of all stakeholders, and a chance for every entrepreneur with a good product to be 
successful, is as important to democracy as political institutions are crucial to sound market 
economies. Corporate governance helps create safeguards against corruption and 
mismanagement, while promotingfundamental values of a market economy in a democratic 
society (CIPE, 2002). 
2.1.2.2 Definition 
When corporate governance is under discussion, especially In large-scale business 
enterprises, what does it mean? 
Corporations are important to the operation and performance of economies because they 
exercise substantial control over the allocation of the economy's resources. Specifically, 
business corporations control the allocation of people to engage In productive activities and 
the allocation of money to finance these activities by investing in physical and human capital. 
Hence, business corporations exercise considerable control over the allocation of resources in 
the economy in the forms of both labour and capital - the two generic factors of production 
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(Lazonick. and O'sullivan, 2000). 
Moreover, as ongoing entities that must generate returns on these investments to survive, 
successful business corporations can exercise considerable control over the allocation of 
returns from productive activities as well as the allocation of resources to productive activities 
from which returns can potentially be generated. Corporate governance is concerned with the 
institutions that influence how business corporations allocate resources and returns (Lazonick. 
and O'sullivan, 2000). Specifically, a system of corporate governance shapes that makes 
Investment decisions in corporations, what types of investments they make. and how returns 
from investments are distributed. 
Corporate governance is defined as the organization of the relationship between the 
owners and the managers in control of a corporation. This implies that the problem emerges 
where both groups are not the same, which is mainly the case In larger corporations (Lazonick 
and O'sullivan, 2000). 
A good corporate governance system should be able to tackle the conflicts of interest 
between managers and owners of a corporation and help resolve them. Other stakeholders, 
either internal such as the workforce, or external such as government agencies, banks, 
suppliers and customers, or the public at large, have an interest In corporate control, but the 
way in which this works differs widely across countries. 
Ultimately, it is the shareholder - manager relationship which is the most essential in 
corporate governance and which best lends Itself to international comparison. 
(Lazonick and O'sullivan, 2000). Corporate governance is a definition for more effective 
measures of control in complex ownership structures (Crama, et al. 1999). 
The central preoccupation of financial economists who work on corporate governance 
has been the analysis of mechanisms that Increase the control of financial markets over 
corporate resource allocation and that. as a result, limits the discretion of corporate managers 
to act other than In the interests of shareholders (CIPE, 2002). 
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It is the goal of corporate governance to mitigate agency costs that arise between the 
controlling party and non-controlling shareholders. Corporate governance specifies the 
distribution of rights and responsibilities among different participants in the corporation, such 
as the board, managers, shareholders and other stakeholders, and spells out the rules and 
procedures for making decisions on corporate affairs. -By doing this, it also provides the 
structure through which the company's objectives are set, and the means of attaining those 
objectives and monitoring performance (CIPE, 2002). 
Corporate governance is a broad term that encompasses the rules and market practices 
which determine how companies, especially listed companies, make decisions, the transparency 
of their decision-making processes, the accountability of their directors, managers and 
employees, the information they disclose to investors, and the protection of minority 
shareholders. It involves issues of company law, securities laws, the listing rules of a country's 
stock exchanges, the accounting standards applicable to listed companies, competition or 
antitrust laws, and bankruptcy or insolvency laws (Black, 2000). 
It includes the government regulations and regulatory agencies with which corporations 
and their shareholders deal and those regulators' actions to ensure compliance with 
applicable laws and regulations (Chamlou, 2001). Corporate governance involves the courts 
as well, as they are called upon by shareholders, directors, managers and regulators to resolve 
corporate governance disputes and enforce government regulations. 
A corporate governance system, in any country, must achieve a sensible balance among 
the company managers' need for flexibility to meet rapidly changing business conditions, the 
companies' need for low transaction cost and access to capital markets, the large investors' 
need to monitor what managers do with the investors' money, and small investors' need 
for protection against self-dealing by managers and large investors. The ultimate goal is to 
provide a set of governance rules that maximize the value of companies to investors while 
taking account of the interests of other stakeholders. Thus, Corporate Governance (CG) has 
been defined from at least two perspectives, the first being a narrow one, and the second, a 
broader one. To sum up, CG can be depicted in two senses. In a narrow sense, corporate 
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governance deals with the ways in which suppliers of finance to corporations assure 
themselves of getting a stream of returns on their investment. In this narrow sense, corporate 
governance relates to shareholder protection, management control, and principal-agency 
problem. For proponents of this narrow definition, corporate governance is not a problem for 
the 100% owner managed business, nor is it much of a problem for the majority shareholder(s) 
who control(s) the board of directors and fire the managers at any time (Glen, et al, 1997). 
In a broader sense, however, corporate governance is defined as the processes Involved 
in the appropriate management of the company's resources to the satisfaction of all 
stakeholders. Proponents of this perspective, also called the "stakeholder approach" . 
contend that the examples of the Asian crises and other financial sector failures have shown 
that even in strong economies, lack of transparent control, responsible corporate boards and 
inadequate shareholder rights in companies whether private or public, spells doom for the 
economy at large (CIPEAEA , 200 1). 
Corporate governance deals with the ways in which suppliers of finance to corporations 
assure themselves of getting a return on their investment. Corporate governance deals with 
the agency problem arising from the separation of ownership and control. The principal agent 
view of corporate governance rests on the premise that the market for capital and the market 
for managerial labor provide the most effective restraints on managerial discretion, and those 
shareholders, as the residual claimants, should ultimately commit corporate resources to value 
maximizing ends (Haskisson, et al., 2000). 
As such, a company's existing governance system is an outcome of the negotiation process 
of owner principals and manager agents. More precisely, an effective governance system is 
one which can bridge the gap between the owner principals who provide capital and the 
manager agents who provide labor for a company. Corporate governance, that is, on the rules, 
norms and organizations In an economy that govern the behavior of the company's owners 
and managers and define their accountability to investors. Corporate governance addresses the 
issue of how outside investors in the company (creditors and shareholders) ensure that the 
managers, or insiders of the company, act in their best interests. Corporate governance and 
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corporate finance are thus two sides of the same coin (Prowse, 1995). 
Corporate Governance deals with the mechanisms by which stakeholders of a corporation 
exercise control over corporate insiders and management such that their interests are 
protected. Corporations can be defined as the organizations consisting of various stakeholders 
including managers, stockholders, lenders, and employees. Thus, management performance 
Is influenced by conflicts of interests and the incentive structure among the stakeholders. In 
this context, corporate governance can be defined as a system to control or monitor the 
management by solving the conflicts of interests among stakeholders, and is aimed at giving 
incentives to improve management performance (Suto, Megami, 2000). Ownership structure 
is, in general, closely related to different types of corporate control. The differences in 
ownership structure cause different types of control system because there is a tradeoff 
between incentives for owners to monitor the management and dispersion of ownership. 
2.1.3 Principle of Corporate Governance 
The principles are Intended to assist corporate management and board of directors in 
their individual efforts to implement best practices of CG, and also to serve as guideposts for 
the public dialogue on evolving governance standards. How companies are run affects the 
markets confidence as well as the company performance. Good CG is therefore essential for 
the companies that want access to capital and for countries that want private sector 
investment. If companies are well run, they will prosper. This in turn will enable them to 
attract investors who can help to finance for faster growth. Based on CIPE (2002), all corporate 
governance systems revolve around four core principles: Fairness, Accountability, 
Responsibility, and Transparency. Policy markers In both developed and emerging economics 
face challenges in ensuring good CG. The OECD principles of CG set out a framework for good 
practice. They have been designed to assist governments and regulatory bodies In both OECD 
countries and elsewhere in drawing up and enforcing effective rules, regulations and codes of 
CG. 
The OECD principles of CG cover six main areas. They call on governments to have in 
16 CHAPTER 2. LITERATURE REVIEW 
place effective institutional and legal framework to support good CG practices. They call for 
a CG framework that protects and facilitates the exercise of shareholders right. They also 
strongly support the equal treatment of all shareholders, including monitoring and foreign 
shareholders in CG; while they also look at the importance of timely, accurate, and transparent 
disclose mechanisms. They deal with board structures, responsibilities and procedures. The 
OECD principles of CG (OECD, 2002) 
II Ensuring the basis for an effective corporate governance framework 
The rights of shareholders and key ownership functions 
I The equitable treatment of shareholders 
IV i The role of stakeholders in corporate governance 
V1 Disclosure and transparent 
vi The responsibilities of the board 
2.1.4 Ownership structure of Corporate Governance 
The specific challenges of upholding these OECD principles depend on the ownership 
structure of the corporate sector. There are two general types of corporate ownership 
structures: Concentrated and 
> 2.1.4.1 Concentrated structure 
Dispersed. 
In concentrated ownership structures, ownership and/or control is concentrated In the 
hands of a small number of individuals, families, managers. directors, holding companies, 
banks and/or other non-financial corporations. Because these Individuals or groups often 
manage, control or strongly influence the way that a company is run, they are called insiders. 
Hence, concentrated ownership structures are referred to as insider systems. Most countries, 
especially those governed by civil law, hold concentrated ownership structures (Bebchuk, 
1998). 
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Insiders exercise control over companies in several ways., A common scenario is where 
insiders own the majority of the company shares and voting rights. Oftentimes, large share 
or vote holders control the management through direct representation on the company's 
board. At other times, insiders own some shares, but enjoy the majority of the voting rights. 
This happens when there are multiple classes of shares and some shares enjoy more voting 
rights than others or. in some cases, certain shares have no voting rights at all. 
Companies that are controlled by insiders enjoy certain advantages. Insiders have the 
power and the incentive to monitor the management closely thereby minimizing the potential 
for mismanagement and fraud. Moreover. because of their significant ownership and control 
rights, insiders tend to keep their investment In a company for long periods of time. As a 
result, they tend to support decisions that will enhance a company's long-term performance 
as opposed to decisions designed to maximize short-term gains (CIPE, 2002). 
Insider systems, however, predispose a company to certain corporate governance failures. 
One is that dominant owners and/or vote holders can bully or collude with the management 
to expropriate a company's assets at the expense of minority shareholders. This Is a significant 
risk when minorities of shareholders do not enjoy legal rights. Similarly, when managers are 
large share and/or vote holders they may use their power to influence the board decisions that 
may directly benefit them at the company's expense. Common examples include the managers 
that persuade the boards to authorize exorbitant managerial salaries and benefits or to appro 
, 
ve 
the purchase of overpriced inputs from a company in which the manager owns large shares 
Ubid. ), 
Large share or vote holders have other means of manipulating the company's policy. One 
is to encourage the board to approve the purchase of a rival company for the sole purpose of 
extending the company's market share and muting competition. Another is to convince the 
board to reject takeover offers for fear of losing control over the company even though a 
takeover might improve the company's performance. This danger Is exacerbated when family- 
owned or insider-controlled companies are shielded from market pressures because they are 
not listed on the stock market abid). 
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When banks are large share and/or vote holders in a company to which they lend, the 
banks may face conflicts of Interest that could jeopardize the future of the bank and the 
company (CIPE, 2002). In this scenario, banks have an obvious interest In the company's 
continuity, and thus, they may continue to extend credits even though the company is not 
creditworthy. This can also happen if insiders use their connections to public officials to 
obtain publicly fýnded bailouts or to elude bankruptcy proceedings. 
In short, insiders who wield their power Irresponsibly waste the resources and drain the 
company productivity levels: they also foster investor reluctance and illiquid capital markets. 
Shallow capital markets, in turn, deprive the companies of their capital and prevent investors 
from diversifying their risks (Bebchuk, 1998). 
> 2.1.4.2 Dispersed structure 
Dispersed ownership is the other type of the ownership structure. In this scenario. a 
large number of owners each holds a small number of the company's shares. Small 
shareholders have little Incentive to closely monitor a company's activities and tend not to 
be involved in the management decisions or policies. Hence, they are called outsiders, and 
dispersed ownership structures are referred to as "outsider systems" . Common law 
countries such as the UK and the US tend to have dispersed ownership structures (La Porta 
et al. 1998). 
In contrast to insider systems, the owners in outsider systems rely on independent board 
members to monitor the managerial behaviour and keep a check on it. Independent board 
members tend to disclose Information openly and equitably, assess the managerial 
performance objectively, and protect the shareholders' rights vigorously. Asa result outsider 
systems are considered more accountable and less corrupt and tend to foster liquid capital 
markets (CIPE, 2002). 
Despite these advantages, dispersed ownership structures have certain weaknesses. 
Dispersed owners tend to be Interested in short-term proflt maximization. Hence, they tend 
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to approve the policies and strategies thav will yield short-term gains, but that may not 
necessarily promote company's long-term performance. At times, this can lead to conflicts 
between directors and owners, and to frequent ownership changes because shareholders may 
divest in the hopes of reaping higher profits elsewhere both of which weaken company 
stability. 
A good CG system leads the company to develop production and value chain and change 
the controllability from direct control to appointing managers. This has come to be essential 
for the company's development, apart from the advantages of assigning managers instead of 
the owner's control on CG. Furthermore, it can bring about the agency problem. However, 
Small-scale investors have less financial incentive to vigilantly monitor the boardroom decisions 
and to hold the directors accountable. As a result, the directors who support the unsound 
decisions may remain on the board when it is in the company's interest that they are removed 
(CIPE, 2002). 
It is evident that both insider and outsider systems have inherent risks. Failure to Institute 
the appropriate mechanisms to reduce these risks jeopardizes the well-being of the entire 
economies. Corporate governance systems are designed to minimize these risks and to promote 
political and economic development. An effective corporate governance system relies on a 
combination of Internal and external controls. 
> 2.1.4.3 CG Principals and Ownership 
Studies about the CG Principals generally suggest more or less similar ways to ensure that 
these principals are met in any kind of ownership structure. 
Transparency of Ownership 
Transparency Principal requires adequate public information on the company's ownership 
structure, including, where relevant, information on beneficial ownership behind corporate 
nominee holdings. The company's actual ownership structure should be transparent, and 
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should not be obscured by crossholdings, management controlled corporate holdings. nominee 
holdings, etc (Standard and Poor, 2004). 
Key analytical Issues to be considered are those of the breakdown of shareholdings. 
Identification of substantial / majority holders (including indirect ownership and voting 
control), Director Shareholdings, Evidence of indirect shareholdings, and Management 
shareholdings. Furthermore, Terms of key contracts and licenses, internal financial and 
operational control system, Management shareholding / voting control, Charter provisions 
regarding change of control, Contracts with directors / management, Role of institutional 
investors Obid). 
Transparency, Disclosure and Audit 
Transparency involves the timely disclosure of adequate Information concerning a 
company's operating and financial performance and its corporate governance practices. For 
a well-governed company, standards of timely disclosure and transparency are high. This 
enables shareholders, creditors and directors to effectively monitor the actions of management 
and the operating and financial performance of the company. Good transparency means that 
the financial reporting facilitates a clear understanding of a company's true underlying 
financial condition. In part, this means that contingent liabilities and non-arm's length 
relationships with other related companies are disclosed. 
In certain countries where accounting standards are limited, a commitment to 
transparency may mean that the company adopts internationally recognized accounting 
principles In addition to local accounting standards. Transparency also dictates openness 
regarding non-financial performance-- particularly relating to a company's business operations 
and competitive position. Public disclosure of corporate charter, by-laws. and a clearly 
articulated corporate mission also help to promote high standards of transparency. From a 
board perspective, it is important to have clear disclosure of who the company directors are, 
the basis of their remuneration and the extent to which they are independent or insiders abid). 
CHAPTER 2. LITERATURE REVIEW 21 
The content of public disclosure, based on Standard and Poor ( 2004) Js summarized as 
follow: 
- Reporting and disclosure should be clearly articulated and completed to a 
high standard. Financial reporting and non-financial reporting are both 
important for full disclosure. Key analytical issues: 
" Accounting standards 
" Financial statements and reports (including data on key affiliates) disclosed 
to shareholders and investment community 
" Minority and related party transactions 
" Operating disclosure 
" Governance related disclosure 
" Company legal documentation (articles of association, by-laws, etc) 
" Social and environmental reporting 
Timing of, and Access to, public Disclosure requires that all publicly disclosable information 
be promptly available and freely accessible to the investment community and shareholders. 
Public disclosure is a function of internal transparency and effective internal control policies. 
Also, the company's by-laws, statutes and/or articles should be clearly articulated and readily 
accessible to all shareholders. Finally, the company should maintain a policy of free and 
continuous disclosure, with a website and make company reports, summary reports and / or 
other Investor relevant information available in both local language and English abid). 
Figure 2.1.1. Key analytical issues 
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Fairness of Ownership 
The processes and procedures used for advising shareholders of general meetings should 
provide for equal access of all shareholders and should ensure that shareholders are furnished 
with sufficient and timely information. Also, shareholders representing at least 10% of the 
voting rights should be able to call a special meeting and shareholders should have 
opportunities to ask questions of the board during the meeting and to place Items on the 
agenda beforehand. A shareholders' assembly should be able to control decisions through 
processes that ensure participation by all shareholders. 
Ownership Rights and Takeover Defenses 
There should be secure methods of ownership of shares and full transferability of shares. 
In addition, a company's share structure should be clear and control rights attached to shares 
of the same class should be uniform and easily understood. Voting/control rights should be 
in proportion to the shareholder's economic stake in the firm, and a shareholders' assembly 
should be able to exercise decision rights in key areas, ensuring that minority shareholders 
are protected against dilution or other loss of value (e. g. through related party transactions 
on non-commercial terms). Ultimately, al shareholders should receive equal financial treatment 
including the receipt of an equitable share of profits. 
Accountability and Responsibility of Ownership 
Board Structure and Effectiveness addresses the role of the corporate board and its ability 
to provide independent oversight of management performance and hold management 
accountable to shareholders and other relevant stakeholders. Separation of authority at the 
board level is important. Boards with high accountability include a strong base of independent 
outside directors, looking after the Interests of all shareholders-both majority and minority 
holders. Conversely, companies with a strong majority shareholder-or dominated by a few 
shareholders-may have boards with limited accountability to all shareholders. This is 
particularly the case when the company's management is heavily represented on the corporate 
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board. Boards often have key subcommittees, and the composition of these committees- 
particularly the balance between independent and non-independent directors can be 
significant. In particular as the methodology is used to differentiate companies whose 
governance is at a high level, It is anticipated that Furthermore calibration will be possible with 
a greater understanding of how corporate boards actively and effectively employ risk 
management tools in their stewardship of the company. Another significant board governance 
factor is how management is remunerated and what other benefits managers may enjoy. With 
regard to the selection of management and board members and other voting matters, a 
cumulative voting structure can allow for board representation for minority shareholders. The 
board selection process is best when non-staggered to ensure the possibility of change. 
The process by which outside directors are nominated and elected to the board, and the 
methods by which they are compensated for their board duties, are important considerations 
relevant to an assessment of the board's accountability and practice. 
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Board Structure and Independence 
A board should be structured in such a way as to ensure that the interests of all the 
shareholders may be represented fairly and objectively. Key functional areas, Including audit 
nomination and compensation are addressed either through formal committee structures or 
other structural mechanisms. 
0 Figure 2.1.2. Key analytical Issues 
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The board should bear overall accountability for the performance of the company. The 
board should play a meaningful role in directing the articulation and implementation of the 
company's strategy, in overseeing the performance of the CEO and other senior managers 
and in ensuring that appropriate financial and operational controls and risk management 
systems are In place. Effective boards are active and engaged, and demonstrate true 
"independence of mind" vis- 6 -vis company management. 
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Senior Executive and Director Compensation 
Directors and executives should be fairly remunerated and motivated to ensure the success 
of the company. Additionally. there should be clearly articulated performance evaluation, 
succession policies/plans for employed directors of the company. The company should link 
pay to performance, and executive management should not set their own pay. 
Performance based pay, independence of executive compensation setting, and relationship 
with compensation consultants are among key analytical issues in this respect, which must be 
taken into account. 
> 2.1.4.4 Agency problem 
The scholarship on corporate governance has generally assumed the separation of 
ownership from control to be an inevitable attribute of the public corporations, causing the 
research to focus on the problems associated with the separation of ownership from control 
(Rubach, and Sebora, 1998). 
In their seminal paper, Jensen and Meckling (199 3) show that the separation of ownership 
and control that is associated with corporate finance produces agency costs. These arise from 
asymmetric distribution of information between the insiders (agents) who act on behalf of the 
outsider investors (principals) combined with the fact that results are not perfectly correlated 
with the efforts of the Insider (Brendt, 2000). 
Depending on the timing of contracting, the action of the agent, and the random influences 
of the nature, one distinguishes between moral hazard or hidden action and hidden 
Information, as well as adverse selection. A first best contractual solution cannot be achieved 
when the agent is risk averse or wealth constrained. In a world of comprehensive contracts. 
however, a second best result can be achieved by an optimal incentive contract. The design 
of such contracts is the main concern of a large part of the classical contract theory (Brendt, 
2000). 
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Unfortunately, such contracts remain incomplete in the real world. One reason for such 
incompleteness Is the expense of thinking of every possible future contingency at the time of 
drafting the contract. Another reason can be unverifiability of some passages before the court 
due to information asymmetries between the contracting parties and the court abid. ). 
Even if principal and agent share the same information about some signals and outcomes 
resulting from the agent's action, they might not be able to Include these in their contract if 
they are unobservable before the court. If one party undertakes an irreversible investment after 
contracting and a necessary bargain over loopholes in the contract occurs afterwards, this 
party can be exploited by the other party, because sunk costs do not have to be taken into 
account during the bargain. 
This creates the holdup costs. For example, the price paid by a shareholder to acquire a 
share in an IPO usually resembles sunk costs because he is commonly not granted a 
redemption right. The associated financial contract is also very incomplete. Every business 
decision by the management affects the investor's payoff and resembles a situation where 
such incompleteness is filled in by decision making according to the Institutional arrangements 
of corporate governance. 
Parties have to agree on the allocation of residual control rights for all situations that are 
not specified In the contract. The resulting institutional design constitutes corporate 
governance. It assigns control rights for the use of the company's assets. If control is shared 
by several individuals (e. g. several shareholders), decision-making rules are Included. The 
resulting allocation of control rights determines the outcome of decision-making In an 
unforeseen event. 
It also determines the mechanisms, by which control can be transferred. From a 
normative perspective, as in the classical agency theory, the design of these institutions should 
be guided by an attempt to minimize the holdup costs. Thus, an optimal institutional 
arrangement leads to a third best solution, where the sum of the "classical agency costs" 
and the holdup costs are minimal (Brendt, 2000). 
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These agency costs are the fundamental component of the costs of capital that are 
associated with different forms of corporate finance. A third component Is additional risk 
bearing costs that can arise if an investor has to deviate from an optimal investment portfolio 
in order to mitigate the agency costs. The alleviation of costs of capital is the primary aim of 
corporate governance (Bebchuk, 1998). 
The consequences of the separation are referred to as agency costs, and agency theory 
has been the predominant paradigm for understanding and explaining corporate governance. 
Jensen and Meckling (1976) formalized the agency problem and stimulated Interest in 
executive compensation, the most easily measured way that the managers could take 
advantage of lack of control by the owners. Although frequently characterized as arising from 
the 'separation of ownership and control" in a public company, it exists In all organizations, 
at all levels, as well as in the relationships which are more explicitly agency relationships such 
as those between an entrepreneur and his / her agent. 
The problem also exists in the family, where the parents are the agents of the children. 
The rationale for compulsory education, for example, is to overcome what is seen as agency 
problems if parents are allowed to choose the amount and type of education their children 
receive (Gorringe, 199 1). 
The costs arising from an agency problem involve the costs incurred by principals to 
measure and monitor the performance of agents (monitoring costs); the costs incurred by the 
agents to reassure principals by voluntarily placing some explicit or implicit constraints on 
their behaviour such as the production of audited financial statements periodically (one part 
of bonding costs); the costs incurred jointly by agents and principals in entering Into and 
acting under contracts which help to align their Interests such as incentive provisions in 
remuneration packages (another part of bonding costs); and the remaining divergence between 
the results of the agent's actual performance and the performance the principal would ideally 
like (the residual loss). The costs of monitoring and bonding are each Ideally incurred to the 
point where at the margin their increase is equal to the reduction in the other classes of the 
agency cost that results abid). 
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> 2.1.5 Mechanisms of CG 
The optimal governance structure for corporate enterprise has not yet been found. The 
optimality of a governance arrangement is hard to achieve, and governance activity is rather 
to be understood as satisfying behaviour (John, & Kedia, 2002). 
In a general categorization of governance mechanisms, It can be said that different 
mechanisms may be classified into the following groups abid. ): 
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In this regard, incentive mechanisms seek to reduce the degree of the conflict between 
principal and agent. However, the most obvious solution to an agency problem would seem 
to be a contract that bonds the agent to do so as the principal would like. Thus, they would 
sign a contract indicating that the agent managers will always take the action that maximizes 
shareholders wealth. Jensen (1993) outlines four basic categories of Individual corporate 
governance mechanisms: 
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0 Figure 2.1.4. Four basic categories of Individual CG mechanisms 
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A brief description of the above mechanisms will follow here. There are three general 
ways to Increase the likelihood that the management acts in the interests of the shareholders: 
bond them contractually to do so, monitor them to ensure that they do so, and/or provide them 
with incentives such that it is in their own Interest to do so. 
The most obvious solution to an agency problem would seem to be a contract that binds 
the agent to do as the principal would like. Therefore. for example, corporate managers could 
sign the contracts Indicating that they will always take the action that maximizes the 
shareholder's wealth. Unfortunately. as discussed earlier, this Is, at best, a partial solution. 
2.1-5.1 Monitoring 
An alternative to contractually specifying in advance what managers must do Is to monitor 
and control their actions, with the understanding that they will be judged after the fact on the 
extent to which they maximize the shareholder's wealth. Monitoring the solutions require the 
effective monitors who present credible threats to the management. 
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Internal controls are the arrangements within a corporation that are aimed to minimize 
risk by defining the relationships between managers, shareholders, boards of directors. and 
stakeholders. In order that these measures have a meaningful effect, they must be buttressed 
by a variety of extra company institutions tailored to a country's environment (referred to as 
external controls) (CIPE, 2002). 
Shareholders, as the principals, would seem to be the obvious choice for monitoring and 
controlling. However, there are two important drawbacks to most shareholders as monitors. 
First, as discussed above, the average shareholder lacks industry expertise. Managerial actions 
may turn out badly because they were bad decisions to begin with. However, good decisions 
can turn out badly as well, for the reasons outside of the managers' control. An effective 
monitor must be able to tell the difference. 
The second drawback to relying on the shareholders to monitor the managers is that the 
average shareholder does not have the proper Incentive to do so. The average shareholder 
owns relatively small amounts of common stock in each of many different companies. and is 
likely to be physically removed from all of them, and has plenty of other things to worry 
about. Thus. monitoring the managers is a practical impossibility. More importantly, It is a 
costly activity. Because the average shareholder owns a very small portion of the company, 
the cost of monitoring the managers very likely outweighs the benefit. Fortunately, however, 
there do exist a number of alternative potential monitors of a company's top management. 
including the board of directors, creditors, and large shareholders, as well as competing 
management teams, whether from inside or outside of the company (Denis, 2001). 
2.1.5.2 Incentives 
Binding and monito 
, 
ring the solutions to agency problems can be thought of as sticks- 
the management is induced to act In the shareholders' interests either contractually or by 
threat. Incentive alignment solutions can be thought of more as carrots. We know that the 
agency problems stem from the conflicts of interest between principal and agent. 
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Incentive alignment mechanisms seek to reduce the degree of that conflict. If the 
shareholders want the maximum expected financial return on their common stocks, then they 
will benefit from anything that makes the management want the same thing, i. e., anything 
that makes the management benefit- financially or otherwise-from an increase in the value 
of the company's common stock. 
2.1.6 Corporate Governance & Internationalisation 
2.1.6.1 Remarks and implications 
Following what has been discussed so far concerning the theories and applications of CG 
and Internationalisation and based on the studies, it can be argued that although one of the 
two can be the basis or the result of the other. i. e. corporate governance and internationalities 
(CG and IN), their relationship has not been fully studied. Sanders and Carpenter (1998). based 
on the Information processing theory and the agency theory, found that the company's 
governance structure in the US context, is influenced by the company's degree of 
internationalisation. Particularly they found that internationalisation affects CEO's 
compensation (How, etal. 2002), top management team and the board's size, duality in the 
board's structure. Other researchers extended Sanders and Carpenter's (1998) study to the 
Australian context analyzing not only the effect of a company's degree of internationalisation 
on the corporate governance mechanisms, but also the possibility that the robustness of the 
governance structure adopted could assist the company in attaining a higher degree of 
internationalisation. It should be highlighted that. so far the studies examining the relationship 
between Internationalisation and corporate governance have been done in Anglo- Saxon 
countries with common law origins. However, It is not clear that the results can be directly 
applied to other countries (Ortega , 2004 ). 
These studies indicate that the role of CG on IN has been gaining importance in the 
internationalisation studies. The results in particular can be of interest to the increase of the 
human knowledge and world production, simplification of communication, globalization of 
economy and application of CG and IE theories worldwide in a way that the globalization of 
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market thesis is perhaps the most pervasive and influential convergence theory nowadays 
(Guillen, 1999). Most financial and monetary managers would prefer that the companies 
throughout the world observe shareholders' rights maximize the shareholders' value, be 
transparent in their reporting of corporate activities and results (Usearn, 1994). 
Furthermore, it has also been discussed that OFDI Is of high value In Internationalisation. 
This study believes that although OFDI has been considered as an enabler for the economic 
growth and In the developing countries, UNIDO (2005) reports indicate that If policy 
environment and government support and coordination do not provide the appropriate ground, 
OFDI will produce negative effects. The experience of the countries such as India, China and 
Malaysia provides the evidence in this regard. 
In particular, at the company's level, it has been argued that there are two dimensions of 
Internationalisation. One which refers to the production activities of the companies abroad and 
one which focuses on the corporate governance dimension of the company (Hassel. et. al. 2003). 
While the first one was known In the literature on internationalisation. the second has not yet 
been addressed empirically. Therefore, the internationalisation of companies does not only 
take place in the sphere of production but there is also an internationalisation of the corporate 
governance dimension of companies. Hall and Soskice (200 1), assume that the 
Internationalisation of production and trade does not contribute to the decline of coordinated 
economies. Since companies focus on their comparative advantages when facing stronger 
competition, national distinctions weight increase rather than decrease. 
2.1.7 Corporate Governance in Iran 
Official economic activities in Iran are done within three legal frameworks: government, 
private, and cooperatives. Although much effort has been extended in recent years to 
encourage private and cooperative activities as an alleviative to government ownership, the 
government economic activities still account for about 15 percent of GNP and most large 
corporations belong to the government. 
CHAPTER 2. LITERATURE REVIEW 33 
Rahmanseresht (2003) reports that on the basis of 1999 statistical data, about 11.000 
enterprises with 10 or more employees account for 58 billion Rials (US $ 7.250.000) of the 
country's value-added and created employment opportunities for about 900.000 people In 
the same year. Most enterprises in Iran are private, joint liability and limited companies. Owner 
management is prevalent and enterprises are in the hands of private owners, though 
comparing with governmental companies, they do not have a significant effect on the economy. 
The majority of companies rely on banks for financing. 
Decision making in Iranian companies is top down. The board of directors makes the 
crucial decisions. Decisions must be made in general meetings of the shareholders by voting. 
A decision Is valid If the shareholders who are present own more than half of the shares a 
majority can pass resolutions concerning the company. If at the first meeting the majority is 
not reached, all partners must be called to a new meeting. In this case, a numerical majority 
can pass resolution even if this majority does not represent one half of the company #s capital. 
2.1.7.1 Transparent and accountable use of corporate resources 
In Iran, the law requires that all registered companies keep at least four statutory books. 
Transactions must be registered In these books according to the standards set by the legal 
bodies. These books are used by internal Independent auditors to be presented to all parties 
concerned, such as shareholders or stakeholders, who may need information for decision- 
making. These statutory books are means of establishing accountability of the companies. 
In general, to be successful at assessing the corporate governance In Iran, one must be 
heedful of the peculiarities that exist and the institutional durability that Iranian corporations 
will have to prevail over. However, as Gonzales (2004) In his review of 10 Asian countries, 
including Iran maintains, Asian companies can remove ambiguities and evolve towards greater 
transparency and accountability through effective regulation. 
Furthermore, there is no doubt that the quality of CG is a determinant of the company's 
performance but, in Iran, based upon the empirical experience what may be constructed as 
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"good" corporate governance practices can be strikingly different from that of the Western 
nations of good CG. However, this does not mean that the principles of CG. laid down by the 
OECD, should be ignored. It only suggests that within the context of the region's state of 
economic development and given the peculiar characteristics of owners to Improve CG, the 
followings, among others, must be taken into account: 
" Strengthening the regulatory and legal framework 
" Establishing or enhancing the rules to make the external monitoring stronger 
" Strengthening the boards and professionalizing the management of the companies 
" Benchmarking CG quality to promote the reforms. 
2.1.9 Conclusion 
Discussion of Corporate Governance is one of the most important issues in the governance 
of the companies. This study tries to analyze corporate governance from different aspects, 
and explore Its impact on the internationalisation of economies and companies In the 
developing countries, especially Iran. In this research. corporate governance at company level 
is studied and its features such as fairness, responsibility, transparency and accountability, 
from the stakeholders' points of view, are scrutinized. 
Asian Development bank reports that one of the root causes of the Asian financial crisis 
was the failure in corporate governance (CIPE. 2002). It Furthermore states that the principles 
of good corporate governance are necessary elements of the success of a company's 
performance. Hassel, et. al (2003) consider two dimensions of International isation: one which 
refers to the production activities of companies abroad and one which focuses on the corporate 
governance dimension of the company. 
The CG issue has been so demanding that in Mckinsey's survey (2000) investors from all 
over the world Indicated that they will pay large premiums for the companies with effective 
corporate governance systems. In general, two phenomena have emerged in Iran, namely, 
continuous vulnerability of the economy and lack of attention to theories and strategies for 
diversification in economy and its competitiveness. This is mainly due to overdependence on 
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oil, on the one hand, and the revenue resulting from oil exports on the other. Lack of attention 
to competitive theories and economic diversification has led to economic isolation and reliance 
on a single product. As a resul, entrepreneurs have emerged in the economic area and 
government move to concentrate power and control all aspects of the economy. This research 
tries to illuminate aspects of CG and the provision of respective Infrastructure for the 
facilitation of economic growth, the internationalisation of companies and, ultimately, the 
economy. 
As the Issue follows similar trends In some developing countries which rely on a single 
production, it is believed that the quality of CG affects the economic growth in these countries. 
In this discussion the Importance, necessity and definitions of CG were presented. The CG's 
principles were discussed, and finally, the theories and views on CG such as CSR (corporate 
social responsibility) and Intersections of economic sociology including boards of directors, 
shareholders, stakeholders and consumers were presented. Moreover, the country's 
institutional environments which can practically explain the degree of internationalisation and 
CG actors that might influence the internationalisation (Aguilera, 2004) were also cultivated. 
00- 2.2 Organizational / Business Excellence (OE) 
2.2.1 Introduction 
It has already been suggested above that corporate governance should be improved to 
enhance or facilitate the internationalisation of companies. Furthermore, internationalisation 
was also discussed together with Its concepts and status In the developed and developing 
countries, Including in Iran. To reach the ability to internationalize successfully as an 
intermediate variable. business Excellence, or organizational excellence, was considered 
Important to the process. In this section business excellence is further investigated. 
> 2.2.2 Importance 
It can be argued that the purpose of business is to create value for customers, enjoy 
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satisfaction and career advancement for employees for expansion and development profits for 
the investors and development for the economy. However, there remain some questions to be 
answered: what is the role of quality in this scheme? 
The literature on quality and quality management Indicates that quality Is not an add-on 
for companies. Quality must be in the DNA of the organization; it must be Inherent In all 
activities of a company and its employees. Without quality, an organization cannot survive and 
there cannot be any advancement for the employees or surpluses for the organization arani. 
2005). TQMS plays the role of a facilitator In this respect abid. ). It guides and advises the 
companies, helping them In demystifying and implementing the model. Nevertheless, there is 
no formula for success in driving business excellence in an organization. However, knowing 
the route others have taken helps In getting there faster. As a company has learns from 
benchmarking and adoption of best practices, it realizes the creation of a knowledge 
management system. In addition, it is very important that a company captures the knowledge 
about markets, information about the territory in which a sales officer operates the 
competition, and the relationship with franchisees. The portal would also serve as a back-end 
Information tool for new recruits to understand company process Obid. ). 
On the other hand, international customers look not merely for product quality but also 
a basket of services from their suppliers. This can include, for example, the ability to meet the 
requirements of lean manufacturing. Moreover, customer based views consider the capacity 
to satisfy wants, fitness for use, meeting customers' preferences, and Identifying and 
responding the requirements of both domestic and foreign customers. 
Value based views highlight the degree of excellence at an acceptable price and the control 
of variability at an acceptable cost. Furthermore, they seek to satisfy customers' requirements 
continually until people, equipments, methods, materials and the environment ensure that 
customers' needs are met. However, getting things done, or more technically, implementation, 
requires a different set of management skills. Such skills are found in operational planning, 
project coordination. monitoring, measuring, controlling, motivation, and training. It is in 
Implementation that the ideas of strategy or conceptual skills, must meet the realities of 
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achieving results In real time (Harpest, 2007). 
Every strong strategic plan must address the operations' plan, and every operations' 
plan should reinforce the tenets of operational excellence outperforming the competition on 
a daily basis. In general, the common features in developing the quality can be summarized 
as: It starts at the top, and involves shared meaning. It involves communication and considers 
the Impacts on culture. Furthermore, it Is a lifelong endeavor and involves training and 
education at all levels, since the organizational performance is maximized when it is based on 
the management and sharing of knowledge within a culture of continuous learning, innovation 
and improvement Obid. ). 
2.2.3 Competitiveness 
The potential of the company for internationalisation is a consequence of its 
competitiveness. Only competitive companies may successfully engage in internationalisatIon 
activities. Competitiveness of a company may be translated to its quality product(s) which has 
(have) low cost. Competitiveness of a company may also be translated to its responsiveness 
to the customer's wants and needs and the company's flexibility to fulfill the customer's needs. 
These four aspects of competitiveness could be considered because of achieving sustainable 
organizational excellence (Shyam, and Stone, 1996). 
0 Figure2.2.1. Four aspccts of company competitivcncss 
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> 2.2.4 Exccflcnce 
Excellence is defined as outstanding practice in managing the organization and achieving 
results based on the fundamental concepts, which will include: 
0 Figurc 2.2.2. Busincss Exccliencc (EFQM, 2005) 
Results orientation Customer focus Leadership and 
constancy of purpose 
Management by Iness Excellence Development, 
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II 
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In order to achieve excellence, total management commitment and acceptance of these 
concepts are necessary. Originally 'excellence' was a Drucker's concept. but it was 
popularized by the biggest selling management book of all time written by McKinsey and 
Partners consultants Peters & Waterman in 1982. 
This book established excellence as the management fashion of the 1980s. It was largely 
based around McKinsey's 7S framework and stressed eight principles of management: a bias 
for action, customer closeness, autonomy and entrepreneurship, people, hands-on and value 
driven, stick to the knotting, lean organization, simultaneous loose- tight control. 
Furthermore, Harpest (2007) presents another model which encompasses six disciplines 
for excellence, arguing that to achieve lasting excellence organizations need to make the 
transition from product-making to business-making. His model takes four components to 
achieve lasting excellence: A systematic methodology, practical technologies, local coaching 
to make it last and a client who is ready to make it work abid). 
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* Figure 2.2.3. Harpeses (2007) six disciplines lasting excellence model 
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2.2.5 Business Excellence Models 
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The EFQM Excellence Model was introduced at the beginning of 1992 as the framework for 
assessing organizations for the European Quality Award. It is now the most widely used 
organizational framework In Europe and it has become the basis for the majority of national 
and regional Quality Awards. 
The EFQM Excellence Model is a practical tool that can be used in a number of different 
ways: 
'0 Figure 2.2.4. The usage of the EFQM Exceflencc Model 
P1 As the basis for a common Vocabulary and a way of thinking 
As a Structure for the organizations' management system 
EFQM 
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Model 
JIM* [ As a guide to identify areas for Improvement 
As a tool for Self-Assessment 
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1. The EFQM Excellence Model Is a non-prescriptive framework based on 9 criteria. Five 
of these are 'Enablers' and four are 'Results'. The 'Enabler' criteria cover what an organization 
does. The 'Results' criteria cover what an organization achieves. 'Results' are caused by 
'Enablers' and 'Enablers' are improved using feedback from 'Results'. 
2. The Model, which recognizes there are many approaches to achieving sustainable 
excellence In all aspects of performance, is based on the premise that: 
3. Excellent results with respect to Performance, Customers, People and Society are 
achieved through Leadership -driving Policy and Strategy that is delivered through People, 
Partnerships and Resources, and Processes. 
4. Through the implementation of organizational excellence initiatives, organizations can 
achieve significant benefits, such as increased efficiency, reduced costs and greater satisfaction. 
all leading to better business results. 
Truly excellent organizations are measured by their ability to achieve and sustain 
outstanding results for their stakeholders. To achieve outstanding results is hard enough to 
sustain them in a world of Increasing global competition, rapid technological Innovation. ever 
changing working process and frequent movement In the economic. social and customer 
environments is even harder. 
These are best practice assessment frameworks that are used to examine organizational 
effectiveness both in terms of enabling and business results criteria. They are often used by 
organizations to identify core organization wide processes, and as a vehicle for organization 
wide learning. Typically, they are based on a form and a set of criteria of the national quality 
award frameworks. The European Foundation for Quality Management uses a framework it 
calls the business excellence model, this was first established in 1992 (EFQM, 1999). 
There are many other national and regional awards, among which the most well known 
are the American Baldrige Quality Award, started In 1987, and the Deming Prize, the first 
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such award, instituted in Japan in 1950. All these award frameworks are very similar and 
historically grew out of the TQM revolution. They have, however, all been modified in minor 
ways over time by the sponsoring agencies concerned. 
Awards are made on the basis of scores given by external assessors for each category of 
the model. The categories in the case of the EFQM model include enabler categories, i. e. 
leadership (10% of the possible awarded marks), people (8%); policy and strategy (80/6), 
partnerships and resources (9%); processes (14%), and results categories, i. e. people results 
(9%), customer results (20%), society results (6%), and key performance results (15%). 
The total overall score is 1000 points and an organization is rated excellent at something 
over 700. The distinction between enablers and results reflects the importance of balance In 
the assessment of development and consequences. Both are important In understanding what 
an organization does and how the organization should be managed. All the award models use 
strategy and policy as an enabling category. 
In the Baldrige instance this "addresses strategic and business planning and deployment 
of plans, with a strong focus on the customer and operational performance requirements, to 
provide an effective focus for daily work, aligning it with the company's strategic directions, " 
(NIST, 2001). Some companies have derived their own versions of these award models; such 
as the Xerox Management Model (Witcher & Butterworth, 1999a). For each criterion (or 
category of assessment) the main value creating processes are identified and specified as 
desired practice. A company will assess its annual performance in relation to each, or as 
Neely (1998) puts It, carry out a health check. 
The organization concerned may use the criteria to specify the desired practice based on 
benchmarked best (or good) practice elsewhere in other parts of the corporation, or in other 
organizations. EFQM has been recently introduced through Ministry of Industry and Mine In 
Iran. The model follows the European EFQM model. The Ministry set in its policy to support 
and encourage the companies, which try to achieve excellence in their activities. Although at 
an embryonic stage, it is hoped that organizations and companies will deepen the concept In 
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future. 
There have been efforts to recognize the value of business Excellence in Iranian 
companies. As an example, the largest corporation in the field of pipe and steel. SEPENTA Co.. 
and further BANDAR ABBAS Reefing Implemented the principles of EFQM model in 200 1. and 
2002. The Implementation was reflected in the studies which show high correlation between 
business Excellence. enables and results. They also report an Improvement In all aspects of 
an excellent organization. 
POP, 2.3 Internationalisation of Companies 
2.3.1 Preview 
There have been numerous efforts to understand Intemationalisation, each of which has 
only touched one aspect of this phenomenon. Furthermore studies have also illuminated the 
concept of internationalisation, which have been critically reviewed In this part. 
Theoretical frameworks which try to explain the transition of national companies into 
multinational enterprises are also cultivated to discover merits and demerits of 
Internationalisation, the way to reach It and factors affecting the state or process of 
internationalisation. As the aim of the study is to probe the impact of CG on Internationalisation 
of Iranian companies, the status of companies trying to go international Is studied. With respect 
to dependent variable for CG, Internationalisation is Furthermore reviewed. The experience in 
the developed and developing countries can be of high value In this regard. 
The literature on internationalisation and corporate governance provides ample of 
evidence to help draw the conclusion that there may exist a relationship between the two. 
Moreover, organizational Excellence is studied to see if It can act as an enabler (or an 
intermediate variable) in the process of Internationalisation. 
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2.3.2 Definitions 
According to Hertz and Mattsson (1998), the content of the term internationalisation can 
be interpreted in two ways: as a state and as a process. 
* Figurc2.3.1. Ihe contcnt of Intemationalisation 
Chryssochoidis et. al. (1997) argue that companies go through different states during 
internationalisation. A state is used to describe a company's degree of involvement in the 
International market, rather than the condition of its development. 
The second view is that Internationalisation can be interpreted as a process (Hertz and 
Mattsson, 1998). In this case, the term 'internationalisation' is used as an expression of 
how a company becomes more internationalized over time. Johnson and Vahlne (1977) see 
Internationalisation as a process where a company gradually Increases its international 
involvement. Luostarinen (1979) states that a company becomes International by establishing 
its first contact abroad. Welch and Luostarinen (1988) believe that internationalisation is a 
process that leads to the increasing involvement in international operations across borders. 
Another author who has written about internationalisation as a process is Moberg (1990). 
He states that Internationalisation can be seen as a process or a chain of development, and a 
company under internationalisation goes through a learning process. For a better 
understanding, In this thesis two views of internationalisation will be distinguished and referred 
to as the degree of internationalisation and internationalisation process. Calof & Beamish 
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(1995) defined internationalisation as the process of adapting companies' operations 
(strategy, structure, resources, etc. ) to international environments. 
Although Internationalisation is basically an account of the interaction between attitudes 
and actual behavior, empirical studies have focused on the observable aspects of the 
internationalisation that are International activities Uohanson & Wiedersheim, 1975). Some 
researchers tend to describe 'internationalisation' as the outward movement in a company's 
International operations (Turnbull, 1985; Piercy, 198 1 -, Johanson & Wiedersheim, 1975). This 
common feature has been broadened Furthermore by considering 'internationalisation, as 
a process in which specific attitudes or orientations are associated with successive stages in 
the evolution of International operations (Wind et al., 1973), or defined as a 'sequential and 
orderly process of increased international involvement and the associated changes in 
organizational forms (Reid, 198 1 -. Cavusgil, 1980; Bilkey & Tesar, 1977; Johanson & Vahlne, 
1977). 
The growth of counter trade in different forms, from pure barter to buy-back arrangement, 
links the outward growth partly to inward performance that is Furthermore illustrated in the 
growth of International involvement of many companies through ability to tie with International 
suppliers. Given the growing inward and outward interconnection, Welch & Luostarinen 
(1988) suggest a broader definition by Including both sides of the process, defining 
Internationalisation as "the process of increasing Involvement in international operation" . 
Having put forward this definition , they emphasize that once a company is Involved in 
international activity, there is no inevitability about its continuance, because evidence shows 
that 'de-internationalisation' can occur at any stage of development. Later Beamish et. 
al, (1990) suggested a new definition to cover the prior definition and findings; they defined 
Internationalisation as the process by which companies both increase their awareness of the 
direct and indirect influences of international transactions on their future, and establish and 
conduct transactions with other countries. Later, Calof & Beamish (1995) defined 
Internationalisationas "the process of adapting companies' operations (strategy, structure, 
resource, etc. ) to International environments" . 
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2.3.3 Scope and perspective of internationalisation 
In keeping with definitions developed in the literature, Welch and Luostarinen (1988) 
offered a broad framework for assessing internationalisation on a number of different 
dimensions that would take into account the diversity of International operations. 
According to Welch and Luostarinen (1988), while we expect continuing debate on the 
nature of the process of Internationalisation, an important question remains to be settled: why 
Internationalisation? What factors lead a company from little or no involvement to, In some 
cases, widespread international involvement? As stated by Starbuck (197 1), growth is not 
spontaneous, it is the result of decision: therefore, If we are to understand the processes, then 
we have to explain why a company undertakes to become involved In international operations 
abid. ). It is not enough to be a company with resources and opportunities In the environment; 
internationalisation must be wanted and triggered by an entrepreneur who makes key 
decisions and carries out the internationalisation (Anderson, 2000). Thus, given the central 
role of entrepreneurs in Internationalisation' of SMEs (Westhead et al., 2001 ', Miesenbock, 
1988), it is important to clarify why an entrepreneur undertakes to enter the International 
market and to identify the driving forces that influence the entrepreneur's perceptions, 
decisions and actions that consequently lead the company towards involvement In International 
markets. 
However, In order to describe the role of driving forces Wiedersheim, Paul et al. (1978) 
refer to them as "factors or Influences which cause a company to consider exporting as a 
possible strategy" that represent the "triggering cues" in relations to decisions about pre- 
exportbehavior. Or, as stated by Aharoni (1996), the process of foreign Investment decision 
involves "an intricate structure of attitudes and opinion, social relationships both In and 
outside the company, and the way such attitudes, opinions and social relations are changing. 
It contains various elements of individual and organizational behavior, influenced by the past 
and the perception of the future as well as by the present. It is composed of a large number 
of decisions, made by different people at different points in time. " According to Bilkey (1978), 
"the huge numbers of variables influence the export behavior of companies" but "simple 
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listing of reasons for exporting, export stimuli, etc. , is not likely to cause any progress" 
(Miesenbock, 1988) in explaining or predicting the process of internationalisation. "The 
crux of this problem is in the lack of a proper theory" (Andersen, 1993). 
On the other hand, since "internationalisation of companies is not a one-dimensional 
concept (to be analyzed only through the operation dimension) but a multidimensional 
concept" (Luostarinen, 1994) we should decide which dimensions of Internationalisation are 
of our Interest. 
In comparison with the decisions such as type of product, number and quality of 
personnel, organization structure, and financial issues that are common activities In any growth 
strategy, "entry mode" and "market selection" are considered as the core components and 
distinctive features of Internationalisation and other types of growth strategies (Bradley, 1998; 
Andersen, 1997; ). Entry modes are the institutional arrangements such as exporting. licensing, 
foreign Investment, etc., that enables companies to enter a market (Root, 1994,1988). 
According to Welch and Luostarinen (1988), internationalisation develops along six 
dimensions: foreign operation methods (entry mode, entry strategy) (how? ), markets (where? ), 
product (what? ), personnel, organizational structure and finance. In 9ther words corporate 
governance system of companies or Its dimensions are internationalisation of companies 
According to Luostrainen and Welch (1993) there are basic questions for 
international isation studies. In the first step there is the question why companies go to 
International markets. 
According to Welch and Welch (1996) one of the main objectives of theorizing about 
internationalisation, of companies is to explain the reasons leading companies to foreign 
markets. Factors that Influence a company toward internationalisation could be numerous as 
stated by Lam and White (1999). 
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Do all companies internationalize their product? Or they have other objectives while going 
to international markets? 
Although these could not be a comprehensive list of questions in Internationalisation 
studies, they clearly show that the reasons, logic, process, mechanisms and forms of cross 
boarder activities of companies constitute essence of internationalisation studies. 
The Internationalisation of companies have been the topic of research in the highly 
interrelated fields of International Business (IB), International Management, International 
Marketing a" and, more recently, Entrepreneurship. During the past decades, the views about 
the events, which lead to foreign expansion and about the factors explaining the logic of this 
process, and the forms that companies select In Internationalisation have gone through 
considerable transformation? From the 1960s to the1980s the field was dominated by 
sequential approaches as well as by emphasis on exports or foreign direct investments, then 
since the end of 1980s the behaviorist views have gained ground. 
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> 2.3.4 Theoretical foundation of intemationalisation 
Concentration on the process of internationalisation could be seen as an effort by 
researchers to explain how internationalisation occurs for companies. Operation methods 
employed by the companies during internationalisation process and the criteria used by the 
companies in selection of target markets abroad including political, cultural and physical 
distances that companies consider in Internationalisation process have been Investigated (Fina 
and Rugman, 1996). 
To answer questions such as what companies Internationalize, and whether all companies 
internationalize their product or do they have other objectives while going to International 
markets, a variety of explanations of internationalisation of companies has been discussed In 
the following manner: 
First theories developed in International Business OB) have been presented. Then the 
literature of International Marketing a" and finally Internationalisation of new ventures aE) 
has been reviewed. In the field of international business different theories have been developed 
to explain Internationalisation of companies. These theories in the field of international 
business can be grouped Into following: 
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Efforts to understand internationalisation are numerous. Historically, research on this 
area has tended to focus on large manufacturing companies. Two main areas of research are 
defined in the literature: the economic and behavioral approaches. The economic approach, 
based on economic theories, has set out a theoretical framework to explain the transition of 
national companies into multinational enterprises (MNEs) through foreign direct investment 
(FDO. The behavioral approach has developed the models that describe internationalisation as 
a gradual, incremental process (Fina & Rugman, 1996). 
2.3.4.1 Economic approaches 
Economics based theories Include: 
0 Figure 2.3.4. Economic approaches 
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In addition, there are summary frameworks of broader relevance such as eclectic 
paradigm. Despite differences, both the economic and behavioral approaches try to explain the 
process of internationalisation on the basis of internal phenomena and leave out the impact 
and role of the company's increasingly international environment (Ellis, 2000; Karlsen. 2000). 
Due to these deficiencies, recent literature based on network theory offer a fresh perspective 
on the Internationalisation of companies that are found particularly pertinent for explaining 
the process In smaller organizations whose development tends to be dependent on 
relationships with others (Coviello & Munro, 1997). 
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On the other hand, with respect to the key role of entrepreneurs in SMEs 
internationalisation (Westhead et al., 2001; Miesenbock, 1988), a new trend is for studies to 
tend to use individual social networks to explain the internationalisation and entry mode of 
smaller companies (Ellis, 2000; Shaw, 1997). The growing attention to social network analysis 
In Internationalisation studies has paved the way for Furthermore attention to the role of 
entrepreneurs in this area of research due to the idiosyncratic benefit of the entrepreneur's 
social network in transmitting knowledge of foreign market opportunities (Ellis, 2000; Burt, 
1992). 
2.3.4.1.1 Monopoly theory 
This solution comes from the field of Industrial economics. Hymer (1976) has been the 
first to defend this theory. Following Hymer, many economists have made contributions to the 
industrial organization explanations of foreign direct Investment (FDO by companies. Among 
them the work of Kindleberger (1969), Caves (1998), and Dunning (1983) Is particularly 
worthy of note. 
Their studies concentrated on trying to identify and assess the origins and significance 
of the company specific ownership advantages which drive Internationalisation, such as 
technological capacity, labor skills, industrial structure, product differentiation, marketing skills 
and organizational capabilities. The starting point for Hymer's analysis, and in fact all micro 
level theories of Internationalisation, was the assumption that transnational corporations 
(TNCý), compared to local companies, face certain additional costs in terms of knowledge of 
local market conditions, cultural, Institutional and linguistic barriers, communication and 
transport costs. 
0 
Under perfect market competition local companies would have the same access to capital 
and information as the foreign company and no Internationalisation would take place. 
Therefore, TNCs must have certain additional advantages not possessed by the local 
companies. Hymer's point was that the TNC compared to local companies, posses a series 
of such advantages, often called ownership specific advantages. 
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This could be technological advantages including R&D capabilities; organizational 
advantages such as economies of scale; managerial and entrepreneurial advantages; financial 
and monetary advantages-, and finally, advantages associated with their privileged access to 
raw materials. 
According to Hymer, all these advantages explained how it was possible for a TNC to 
compete successfully in foreign locations. Hymer answered the question why TNCs would 
prefer FDI to arms length transactions, by arguing that TNCs, in order to protect and enhance 
their market position, would invest in foreign markets. According to this interpretation, 
internationalisation essentially is the expansion of TNC market power into foreign locations. 
Hymer's central proposition was that the International company making the entry into a 
foreign market must possess an internally transferable 'advantage' , the control of which 
gives it a quasi monopolistic opportunity to out compete local companies. Barriers to trade and 
barriers that prevent host country companies from duplicating this advantage mean that FD1 
is frequently the preferred form of exploiting this advantage in foreign markets. The advantage 
enables the foreign entrant to overcome the innate advantage of knowledge of the local market 
and business conditions possessed by indigenous companies. 
Building largely on Hymer, the micro level approach has evolved Into two main schools: 
One school has focused on Hymer's market power view and on the ability of TNCs to restrict 
competition and engage in oligopolistic cooperative arrangements across borders. This school, 
which In many respects challenges the basic normative tenets of neoclassical economics, Is 
labeled as oligopolistic theory. 
The other school, the Internalization school, analyzes the role of TNCs in terms of 
overcoming market Imperfections and views their activities to be basically welfare enhancing. 
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ý 2.3.4.1.2 Oligopoly theory 
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According to this theory, the internationalisation process starts as companies continuously 
increase their share of domestic markets by means of mergers and capacity extensions. At a 
certain point, concentration reaches a point where it becomes difficult to extend profits 
domestically, and therefore the company starts moving towards international markets. 
These foreign investments are not an efficient response to competition, but attempts to 
protect and extend collusive networks. Thus, TNCs will exploit their market position to exploit 
patent protection, avoid taxation through transfer pricing, capture governmental regulations 
and raise entry barriers to competitors. 
ý 2.3.4.1.3 Internalization/transaction cost theory 
With the point of departure in the Coasian theory of the company, which explains the 
origins and equilibrium size of the company, Williamson (1975) had in the early seventies 
argued that certain transactions were best performed outside the market and that transactions 
in many cases could be made at lower costs if internalized in a company. This argument was 
further developed Into a theory of FDI by the Internalization school. Internalization school 
argues that multinationals exist because of market imperfections, which create opportunities 
for companies to earn higher returns by transferring operations to multiple countries. The 
companies, which engage In international transactions, are able to reduce costs, 
Internalizing operations within a single company by transferring operations across 
national borders rests on two fundamental principles: 
1. Companies choose the least cost location for each activity they perform 
2. Companies grow by Internationalizing the markets up to the point where the benefits 
of Furthermore internationalisation are outweighed by the costs. 
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ý 2.3.4.1.4 Product life cycle theory 
The product cycle hypotheses, as a fourth economic explanation is chiefly associated with 
Vernon(1966). It was particularly successful in explaining the dynamics of US FDI in Europe 
by close attention to changes in both the supply and demand sides and their complex 
interaction. 
The product cycle theory of Internationalisation starts out with the incentives for 
companies to innovate. Innovations are mainly seen as labor saving exercise; the more 
expensive the labor, the stronger the R&D Incentive. In the early stages of a product life cycle, 
the production will stay in the high wage country, partly because of uncertainties concerning 
the production, partly because of the low price elasticity of the product. 
As the product matures, as the technology becomes more difficult to protect and as price 
elasticity grows, the company will begin to look for low-cost production locations and it grows 
from an inward oriented domestic company to an outward oriented company Investing abroad. 
The decision to invest Is thus seen as a strategy to sustain technological and managerial 
advantages before they become diffused In overseas markets. 
ý 2.3.4.1.5 Eclectic paractigm 
Dunning's (1981,1988) Eclectic Paradigm incorporates elements of monopolistic 
advantage, internalization and international trade theory and expands these ideas by 
suggesting that a company's tendency to own foreign Investments is a function of three factors 
referred to as OLI advantages (i. e., ownership. location, and internalization advantages). 
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According to eclectic paradigm: 
1. A company's ownership advantage could be a product or a production process to 
which other companies do not have access, such as a patent or blueprint. It could also be some 
specific intangible assets or capabilities such as technology and information, managerial, 
marketing and entrepreneurial skills, organizational systems and access to Intermediate or 
final goods markets. Whatever its form, the ownership advantage confers some valuable 
market power or cost advantage on the company sufficient to outweigh the disadvantages of 
doing business abroad. Although ownership advantages are company specific, they are closely 
related to the technological and innovative capabilities and the economic development levels 
of source countries. 
2. In addition, the foreign market must offer a location advantage that makes it profitable 
to produce the product in the foreign country rather than simply produce it at home and 
export it to the foreign market. Location advantages include not only resource endowments, 
but also economic and social factors, such as market size and structure, prospects for market 
growth and the degree of development, the cultural, legal, political and institutional 
environment, and government legislation and policies. 
3. Finally, the multinational enterprise must have an internalization advantage. If a 
company has a proprietary product or production process and if It is advantageous to produce 
the product abroad rather than export it, it is still not obvious that the company should set 
up a foreign subsidiary. One of other alternatives Is to license a foreign company to produce 
the product or use the production process. However, because of market failures in the 
transaction of such intangible assets, the product or process is exploited internally within the 
company rather than at arm's length through markets. 
2.3.4.2 Behavioral approaches 
Beside economic theories, which are based on wealth maximizing concept, there have 
been behavioral approaches to explain internationalisation of companies. Behavioral theories 
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of international business embrace Internationalisation process models including stage models 
and network theories. 
The essence of process approach is that internationalisation is an evolutionary, 
incremental process whereby companies become more and more international over time; the 
driving forces being increased International knowledge, experience and confidence which are 
seen as breaking down the cultural barriers and reducing the risks associated with Furthermore 
internationalisation. 
ý 2.3.4.2.1 Stage model 
Johanson and Vah1ne Uohanson & Wiedersheim, Paul 1975; Johanson & Vahlne 1977, 
1990) developed the stage model. It has its theoretical base In the behavioral theory of the 
company and Penrose's theory of the growth of the company. Companies are viewed as 
loosely coupled systems in which different actors have different opinions on and interests in 
development (Johanson & VahIne 1990). 
In contrast to the eclectic paradigm, in which managers are seen as rational and well 
informed, here the managers are risk averse and have imperfect access to information. Thus, 
no rational optimization occurs. A Furthermore assumption In the stage model is that markets 
differ In terms of factors such as language, culture, business practices, education, industrial 
development and political systems. Johanson & Wiedersheim, Paul (197 5) called this difference 
the "psychic distance" . 
Although exceptions commonly occur, the psychic distance is often correlated with the 
geographical distance in the foreign market selection process. The model postulates that as 
the psychic distance between markets increases, the more difficult it becomes for companies 
to collect and interpret incoming information properly. Thus the psychic distance provides an 
explanation for foreign market selection. 
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Johanson & Wiedersheim Paul (1975) posited that companies initially enter the markets 
at a minimal psychic distance, and gradually move to those at successively greater distance. 
Incremental learning at the level of the company is the main factor explaining its 
internationalisation. Companies are able to overcome the psychic distance by gaining direct 
experiential knowledge of foreign markets over time. The psychic distance view has received 
support In internationalisation research. 
For example, Holmlund & Kock (1998) study on Finnish small and medium-sized 
companies from the Vasa region showed the companies favored both geographically and 
mentally closely located Nordic markets. Salonen (1995) also found that the neighboring 
Scandinavian countries were the first ones entered by the Finnish technology- based new 
companies. Kogut and Singh (1988) found that the cultural distance affected the entry mode 
decision. Acquisitions were favored over joint ventures and green field Investments in markets 
at a low cultural distance. Their study was of on the companies entering the US market. 
On the other hand, numerous researchers have challenged the validity of the psychic 
distance, finding that factors other than the psychic distance or the geographic closeness play 
an integral role in the selection of the initial market. Bell (1995), for example found little 
support for the psychic distance view in his study on small software companies In Finland, 
Ireland and Norway. Domestic client followership, sect oral targeting and industry trends were 
the stronger factors affecting market selection. 
In addition, according to Lindqvist's (1997) study on small technology based Swedish 
companies, market selection was more strongly influenced by large market potential and 
access to advanced customers. Czinkota & Ursic (1991) contended that the psychic distance 
was becoming much less relevant as global communication and transportation infrastructure 
improved and markets became Increasingly homogeneous. Bell & Young (1998) offered an 
explanation for the conflicting results. In their view, the factors influencing foreign market 
selection had changed since the mid 1970s when the Uppsala authors proposed the principle. 
They posited that the relevance of the psychic distance in the Internationalisation process 
CHAPTER 2. LITERATURE REVIEW 57 
had diminished, and that other factors, such as those related to industry, the level of foreign 
market demand and relationships with existing and prospective clients, exerted more Influence 
on initial and consequent foreign market selections. 
The stage model also states that a company's engagement in a specific market develops 
according to an establishment chain (Johanson & Wiedersheirn Paul 1975; Johanson & Vahlne 
1977). The company starts its Internationalisation in a market at a low perceived psychic 
distance using an entry mode that requires relatively few resources, such as exporting. Over 
time, as it gains experience of that market, the perceived psychic distance decreases and the 
company commits more resources to the market. It may increase its International operations 
in successive stages. 
Thus, there is no regular exporting at first, and the company is purely domestic. , When 
internationalisation begins, the export activities take place via independent representatives, 
then later through a sales subsidiary, and eventually international manufacturing follows. In 
the study carried out by Crick & Jones (2000), the companies did enter foreign markets In an 
Incremental fashion, cautiously adopting a risk averse, low resource commitment strategy. 
Similarly Holmlund & Kock (1998) found that by far the most important operational 
modes abroad were agents and own salesmen. Lindqvist (199 1) found similar results among 
small, young technology -based Swedish companies. The most commonly used foreign entry 
modes were direct exports and local representatives. 
This suggests that small companies were more likely to use foreign entry modes requiring 
limited initial investments. Bell (1995) found little support for the view that companies 
internationalize in small Incremental steps, and his findings suggest that the process is much 
less deterministic than the stage theories and models Imply. Similarly, Jones (1999) found 
little evidence of a "typical" sequence of events that could be said to reflect the Stage model. 
According to the stage model, internationalisation is a causal cycle (Johanson & Vahlne 1990): 
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1. Market knowledge and market commitments (state aspects) influence decisions about 
the commitment of resources to foreign markets and about the way activities are performed. 
2. In turn, commitment decisions and current activities (change aspects) affect market 
commitment and market knowledge. 
3. Knowledge derived from initial involvement positively feeds back to the decision to 
commit more resources for future activities and results in a steady commitment to the foreign 
market. 
Market knowledge, the driving force In the internationalisation process, is experiential 
knowledge, which in turn is acquired through personal experience. If a manager has previous 
experience of a foreign market, the company is able to move faster through the establishment 
chain, and even skip some phases, because of the increased ability to detect opportunities and 
to reduce the uncertainties of going abroad. 
Thus, there Is a positive relationship between experiential knowledge of a market and the 
level and speed of resource commitment in that market Uohanson & Vahlne 1977). Sullivan 
& Bauerschmidt (1990) found that the managers (with various degrees of international 
experience) did not differ with respect to their perceptions of barriers and incentives to 
internationalisation. 
These results contradict the stage model, which postulates that managers should primarily 
be affected by their experience of foreign markets. Market knowledge is company. And country 
specific Oohanson & Vahlne 1990), and current activities are the primary source of 
experiential knowledge. Eriksson, Johansson, MajkgZrd & Sharma (1997) proposed two 
learning phases in internationalisation: 
1. Internal learning concerning how to internationalize (company specific 
Internationalisation knowledge) 
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2. Foreign market learning (country specific knowledge). 
The internationalizing company must first develop structures and routines that are 
compatible with its internal resources and competence. These structures and routines are 
built gradually because of learning about the company's ý capabilities and its foreign market 
needs. 
Companies need to build cognitive framework showing what Furthermore knowledge 
about foreign markets is relevant. The structures and routines can guide the search for 
experiential knowledge about foreign markets and Institutions. In the second phase, companies 
must gain foreign market knowledge. According to Eriksson et al. (1997), such knowledge 
Is experiential knowledge. Acquiring it requires durable and repetitive interactions abroad, 
since to gain knowledge, a company must repeatedly practice (Cohen & Levinthal 1990). 
Therefore, bringing in international expertise does not help, because the company must 
gain first-hand experience. Variation, i. e., the presence of an Internationalizing company in a 
variety of foreign markets, will enrich organizational routines and structures of the company 
(Eriksson et al. 1997). Operating In a variety of environments is a critical asset and source 
of advantage for an International izing company (Eriksson, Johansson, MajkgErd & Sharma 
2000). A richer knowledge set has a positive effect on Furthermore Internationalisation, 
because there is a higher probability that the new knowledge required for the new situation 
will bear some similarity to the current stock of knowledge of the company. 
Double loop learning processes evolve more easily in the companies that are exposed to 
variation. Double loop learning means learning to learn, In other words, companies exposed 
to variation learn to learn. Variation, in terms of geographical operations and products, has 
been shown to affect the choice between starting from scratch and making an acquisition 
abroad (Barkema & Vermeulen 1998). 
Generally, a company increases its commitment Incrementally as It learns about the 
market. Johanson & Vahlne (1990) named three exceptions to this rule: 
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First, large enterprises with surplus resources might be expected to take larger 
international steps. Thus, the Stage model is better suited to small companies. 
Second, when market conditions are stable and homogeneous, relevant market knowledge can 
be gained in the ways other than through experience. 
Third, when the company has experience of considerably similar markets, it may be possible 
to generalize this experience to the specific market. 
According to the stage model, a company is considered to be more internationalized if it 
views and handles different markets as Interdependent as if it views them as completely 
separate entities Uohanson & Vahlne 1990). The Internationalisation process, once itýhas 
started, will tend to proceed regardless of whether strategic decisions in that direction are 
made or not (Ibid. ). Some scholars have questioned the validity of the stage Model. First, its 
critics have pointed out that there is no real proof that It works. 
Empirical investigations have been cross-sectional in nature, with companies In question 
fitting into one or another of the stages predicted by the model. Longitudinal studies 
establishing dynamic progression have not been reported (Wolff & Pett 2000). The factor of 
velocity, or the speed at which a company moves within and between the stages, has been 
ignored In almost all of the stage models (Leonidou & Katsikeas 1996). 
The stage model has also been criticized for overlooking the possibility that individuals 
make strategic choices. According to Child (1972), the position of an organization within its 
environment Is considered to be the result of a purposeful choice. An organization's leaders 
may both willfully design their organizations, and enter into negotiations with environmental 
actors to alter the environment to suit their own ends. The Stage model emphasizes 
deterministic influences and virtually Ignores managerial influence. This assumption may 
differ substantially from the realities of strategic planning. 
Andersen (1993) criticized the Stage model for not carrying an explanation of why 
Internationalisation begins and for not explaining the mechanism by which experiential 
knowledge of a market affects the resource commitments to it. The model lacks explanatory 
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power; It is not clear why or how the process takes place, or how to predict movements from 
one stage to the next. 
ý 2.3.4.2.2 The network model of Internationalisation 
The network model of internationalisation could be considered as an extension of the 
Stage model in that it brings the market level of analysis Into the picture. It is a model that 
describes industrial markets as networks of relationships between companies Uohanson & 
Mattsson 1988) and allows consideration of some interdependencies and development 
processes In international markets. 
The network model has Its roots In resource dependence theory, which assumes that 
individual companies are dependent on resources controlled by others. To produce and sell 
goods and to gain access to resources, companies need to establish relationships. They are 
free to choose their partners, but relationship creation is time and effort consuming. Changing 
partners is constrained by the time and effort it needs. 
Moreover, since the companies are dependent on each other, their activities need to be 
coordinated which Is done through interaction and not according to a central plan or 
organizational hierarchy. According to the network model of Internationalisation, the goal of 
the company is survival. The driving force behind internationalisation is the desire to use and 
develop resources in such a way that the long-term economic objectives of the company are 
served. Thus, they internationalize to increase their probability of survival. 
Networks are both stable and changing. Johanson & Mattsson (1988) assumed that 
companies in industrial markets are linked to each other through long-lasting relationships, 
and that most exchanges take place in earlier relationships. Bonds are created in existing 
relationships and they may be technical, planning, knowledge, social, economic or legal. They 
measure the strength of the relationship. Generally, domestic relationships seem to be more 
developed and stronger than export relationships. 
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The importance of 
the company in 
terms of volume 
Existing relationships change through activities and transactions. At every point of time, 
the company has a position in the markets which characterizes its relations to other companies. 
This position is path dependent, as it is based on the company's history. It has implications 
for the future of the company, since it limits its future activities. Moreover, it can be analyzed 
on two levels: the micro level and the macro level. The micro level refers to the company's 
relationships with specific individual counterparts and consists of three components (Ibid. ). 
0 Figure 2.3.5. The micro level 
The role of the 
company (supplier, 
customer) 
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The strength of the 
relationship in 
ten-ns of bonds 
The micro level refers and consists of 
three components 
The company's macro position refers to its network of relations as a whole and consists 
of four components: 
0 Figure 2.3.6. 'Ibe macro level 
The identity of 
the others 
The macro level refers to its network 
of relations as a whole and consists of 
four components 
Company's 
role in the 
network 
Its importance 
in the networks 
in terms of 
market share 
The strength of 
its 
relationships 
with other 
companies in 
terms of bonds 
with customers 
and suppliers 
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The complement of the micro positions and the interdependencies in the whole network 
also affect the macro positions. However, in the context of the whole network, the macro 
position is not an aggregation of micro positions. The network model Of internationalisation 
also includes the degree of structuring which means the extent to which the positions of the 
organizations are independent. 
In a tightly structured network, the interdependence is high, the bonds are strong, and 
the positions of the companies are well defined. When the network is loosely structured, 
however, the bonds are weak and the positions are less well defined. Long-term supply 
contracts are common in the former. 
The network position offers access to resources. Because establishing a position is 
consuming of time and resources, once established, it becomes an asset, which Johanson & 
Mattsson (1988) called a "market asset" . 
This network position is considered a rent 
generating resource in the model. Market assets generate revenue to the company and serve 
to give it access to the internal assets of the other companies. Its position before 
internationalisation begins is of great interest since it influences the whole process. 
Becoming established in markets - domestic and international - requires building 
relationships, either breaking existing ones or adding new ones. Thus, international isation 
means that the company establishes and develops positions towards counterparts in foreign 
markets. It consists of three activities: 
* Figure 2.3.7. Internationalisation 
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International extension means establishing a position in new national nets, while 
penetration stands for developing positions and increasing resource commitments In the nets 
in which the company already Is present. Integration means increasing coordination between 
positions in different national nets. In the network model, the degree of internationalisation 
of the market Is in fact the degree of internationalisation of the production net, which is 
composed of companies whose production and distribution activities are linked to a specific 
product area. 
Both the market assets that are the network positions of the company and the degree of 
internationalisation of the production net influence the internationalisation process. Johanson 
& Mattsson (1988) identify four types of internationalizing companies defined in terms of the 
degree of internationalisation of the company and of the production net. If the former is low, 
the company Is an early starter if it is internationalizing before the production net or a later 
starter if this net already is internationalized. If the degree of internationalisation of the 
company is high, but the production net is still domestic, the company is called lonely 
international. , 
If both the company and the production net are International, the company is called an 
International among others. Johanson and Mattsson abid. ) posit that the Stage model is valid 
for explaining the situation of an early starter and its transition to a late starter. Both early 
and late starters are characterized by a lack of international experience and knowledge. For 
the early starter, the driving force behind internationalisation is knowledge development. it 
is generally a reactive rather than a proactive Internationalizing company and a counterpart 
generally Initiates foreign expansion. 
The Internationalisation process is predicted to be gradual and incremental with one 
exception: if the international net is tightly structured, the company may be forced to enter 
into less similar markets in the first place. The driving force behind Internationalisation In the 
late starter Is its relationships in the domestic market. As with the early starter, It is a response 
to an Initiative from a counterpart rather than a proactive action. 
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Because the production net is internationalized, deviation from the Stage model is possible. 
Customer and supplier followership are more Important in the choice of entry country and 
entry mode than learning and minimizing risks. Internationalisation in a lonely international 
is driven by the desire to exploit company specific resources in many markets., These 
companies have experience and knowledge of international operations, and are generally larger 
than early starters. 
Thus, they are more capable of maneuvering in challenging environments and their choice 
of entry market and entry mode is less dependent on the similarity of the market or the degree 
of structuring. An international company, among others, is driven by the strategic use of 
network positions. As it already is present in several International nets, the coordination and 
integration of positions between different nets Is crucial. 
Only minor extensions and penetrations are likely and the company needs to build a 
global strategy. Rasmussan, Madsen & Evangelista (2001) studied the founding process of 
born global companies and the sense making and networking of the founder during it. In four 
out of five cases, the founders used a network during the founding process or during 
internationalisation. However, Rasmussan et. al (200 1) concluded that the existence of a 
network at the founding of the company was not as important as expected. They posited that 
it was possible to found a new and highly international company from the ground with just a 
good idea and some experience. 
The network model of Internationalisation Uohanson & Mattsson 1988) has been criticized 
by Chetty & Blankenburg Holm (2000). Chetty & Blankenburg Holm (2000) found In their 
study on the Internationalisation of small and medium sized manufacturing companies that the 
companies were using a wider network of relationships to internationalize than the production 
net focused on by Johanson & Mattsson (1988). 
The companies relied on relationships with agents, customers, suppliers, distributors, 
regional-development agencies, export promotion organizations, consultants and competitors. 
Thus, there are more sources than originally included in the Johanson & Mattsson (1988) 
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model. Chetty & Blankenburg Holm (2000) also found several weaknesses in the network 
model. The first was that it does not acknowledge the Importance of the decision maker's and 
the company's characteristics in taking up the opportunities for international penetration. 
extension and integration that emerge from the networks (McDougall et al. 1994). The second 
weakness was related to the fact that a network relationship can control which markets a 
company enters and, therefore, determine the shape of its intemationalisation. 
In conclusion, based on Cyert and March's (1963) 'Behavioral Theory of the Company" 
and Penrose's (1959) theory of the limits to a company's growd-L in behavioral models, the 
internationalisation of a company is regarded as a process In which the company gradually 
increases its International commitment. The process develops through interplay between the 
acquisition and Improvement of, in particular, experiential knowledge about foreign markets, 
on the one hand, an increasing commitment in the form of investment in those markets on 
the other. Inspired by Penrose (1959), the traditional literature proceeds from the assumption 
that a company seeks long-term profit, and that Internationalisation is therefore a consequence 
of a growth motive. 
When the domestic market is close to saturation and the opportunities limited. the 
company begins to look for other alternatives abroad. Since here the company is confronted 
by considerably more uncertainty than it meets in the domestic market, it is assumed that it 
seeks the alternatives that resemble the present ones as much as possible. Consequently, it is 
expected that the uncertainty of the outcome of a given action Increases with distance, which 
In turn encourages companies to first exploit those opportunities where the degree of 
"foreignness" Is the least, thereby enabling them to steadily reduce the uncertainty through 
the accumulation of more and more experiences. 
The degree of foreignness alludes to the fact that Internationalisation involves crossing 
borders. A lack of knowledge about local business methods, patterns of consumption. etc, and 
the difficulties of gaining access to reliable information create uncertainty for the company. 
Activities undertaken outside the company's home base are perceived as being more uncertain 
than similar activities carried out at home, even where the physical distance is the same. 
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Swedish researchers call this degree of foreignness and the perceived uncertainty "psychic 
distance" (Reid and Rosson, 1987)). 
Another critical assumption Is that the knowledge about the market is primarily acquired 
through experience of the company's current business activities. The perception of market 
opportunities and problems is thus mainly based on experiential knowledge. Experience is 
therefore the driving force behind the company's internationalisation process, just as 
experience is presumed to be the main means of reducing the uncertainty associated with 
internationalisation. (Ibid) 
In other words, the fundamental starting point of the process model is, first, the company's 
cognitive perception of Its own capabilities and competitiveness, and, consequently, the 
perceived opportunities and problems associated with the markets. Second, in making choices. 
the company seeks to minimize Its risks, so awareness of risks is one of the basic factors that 
explain the company's behavior. It is therefore expected that a company's decision to begin 
operations in a foreign market depends partly on already acquired experiences and partly on 
the relation of the new venture to the company's present business activities. 
These models suggested an incremental approach to international Involvement, 
'deepening Involvement' or 'creeping incrementalism' as the company is pulled by 
market (or cost) attraction and pushed by executive Interest and learning. This Is in contrast 
to the later approaches of planned globalization. FDI was seen, at this stage, as driven by 
external circumstance, somewhat unplanned and the coordinating and planning role of the 
company were not central to theorizing. 
Although these approaches give us some Insight into the complex phenomenon of the 
internationalisation of companies (Andersson, 2000; Benito and Gripsurd, 1992; Welch and 
Luostarinen, 1988) and have made considerable progress in disclosing the nature and cause 
of Internationalisation during last four decades, it Is still difficult to discuss a 'theory of 
internationalisation' (Andersen, 1997; Welch and Luostarinen. 1988). 
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However, integration of three approaches (economic, behavioral, network) based on the 
findings of empirical studies is recommended for understanding of the process (CoviellO and 
McAuley, 1999). The focus of research has also turned to the explanations of the role played 
by Intracompany capabilities, resources, and management orientations. Despite this 
diversification In explaining the internationalisation process. or maybe to some extent, even 
because of it, there is still not a widely accepted theory of intemationalisation. Research in the 
field of International Business often focuses on the question why companies become 
international and why international production takes place. 
International Management research in contrast, largely addresses the Issue of how MNEs 
organize their multinational activities, managerial coordination, for instance. as a part of 
International Human Resource Management, and relate that to the competitive advantage of 
multinationality. This stream of research has been omitted in this study because the research 
is not concerned with organizing the activities in foreign markets. 
Most of the literature In international marketing concentrates on exporting as the main 
form of Internationalisation. Thus, in its broadest terms International marketing is a subset 
of international business. Finally Internationalisation of new ventures focuses on the 
internationalisation of young companies. 
2.3.5 Degree of Intcmationalisation 
There are different approaches to measure and compare internationalisation. Based on 
the assumption that there is more than one way to 'correctly' measure the 
internationalisation, this section gives a summary of indices used In the measurement of the 
company's Internationalisation. 
2.3.5.1 Individual internationalisation indicators 
As mentioned above, the term 'internationalisation' has different connotations - even 
if restricted to corporate internationalisation. Some might think of Internationalisation as a 
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process, others see it more as a certain level of international intertwining reached by a 
company. While this is only a question of different perspectives, there are strong differences 
of opinion as to what Indicators are suitable for measuring the company's internationalisation. 
Following a well-established framework in international business literature (Perlmutter and 
Heenan, 1979; Sullivan 1994; BZurle 1996) we can distinguish structural indicators, 
performance indicators and attitudinal indicators from each other. 
)01- 2.3.5.2 Structural indicators 
Structural Indicators try to give a picture of the international entanglement of a 
corporation at a certain time. In the following figure we find several Indicators that are 
related to the foreign activities of MNCs. 
0 Figure 2.3.8. Structural indicators of MNCs 
The number / proportion / amount of 
Foreign employees 
Value added abroad 
Countries a company is active in 
Non-capital involvements abroad 
Foreign assets 
Sourcing abroad 
Foreign affiliates 
A second group of indicators describes the internationallsation of the governance struc- 
tures of a corporation. Relevant indicators here are: 
" The number of stock markets on which a company is listed 
" The amount/proportion of shares owned by foreigners 
" The number/proportion of non-nationals on the board of directors 
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2.3.5.3 Performance indicators 
Performance indicators measure the degree to which the success or failure of company 
activity during a certain period of time (usually one year) is connected to foreign countries. 
The two main indicators are turnover and operating income. Two Issues have to be addressed 
when considering turnover: 
The first issue is demand. The main question here is, to what extent turnover is 
generated In foreign countries. The relevant indicator, amount of foreign sales by customer 
location, is calculated as exports from the home country and revenues of the foreign affiliates 
(except those revenues that come from exports to the home country of the parent company). 
2. The second issue is supply. The main question here is, to what extent business activity 
is transacted by the subsidiaries located in foreign countries. The relevant Indicator. Amount 
of sales of foreign subsidiaries. Is calculated as the sum of turnover of foreign subsidiaries as 
a proportion of the sum of turnover of the parent company and its national subsidiaries. 
A second important performance indicator is the amount of operating Income earned 
abroad. This indicator is usually calculated as the sum of operating Income generated by all 
foreign affiliates. 
> 2.3.5.4 Attitudinal indicators 
Attitudinal indicators try to give a picture of how MNCs view foreign countries and treat 
their subsidiaries in foreign countries. They usually imply an actor centered view, focusing 
on the management or parts thereof. 
Although there are doubts as to whether attitudinal characteristics can be measured with 
sufficient reliability (Sullivan 1994), there is also strong support for the use of attitudinal 
indicators. This is expressed in the following quotation: "... external and quantifiable measures 
such as the percentage of investment overseas or the distribution of equity, are useful but not 
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enough ... of . Also the more one penetrates the living reality of how decisions are made 
in an 
MNC; the more weight must be given to how executives think about doing business around 
the world" (Perlmutter and Heenan 1979) 
These different positions are reflected by the fact that several attitudinal indicators, 
differing in how statistically measurable they are, are in use. A rather 'soft' qualitative 
indicator was developed by Perlmutter. This indicator, which underlies or is explicitly applied 
in many studies (e. g. Hedlund 1986, Bartlett, and Ghoshal 1989, Marginson/ Sisson 1994, 
Dorrenbecher 1999) distinguishes four types of headquarter management's orientation 
towards their foreign subsidiaries (Perlmutter 1969, Perlmutter, and Heenan 1974). 
To decide whether the central management of an MNC follows an ethnocentric (i. e. Home 
country oriented), a polycentric (i. e. Host country oriented), a reglocentric (i. e. Regionally 
oriented) or a geocentric (i. e. globally oriented) approach, Perlmutter, and Heenan (1979) 
proposed a multi-item indicator, addressing inter alia, the following aspects: Complexity of 
organization, authority/decision making, evaluation/control, rewards/punishment, 
communication/information, Recruiting/ staffing. 
However, due to their premise that recruiting/staffing is of central importance in the 
internationalisation of an MNC, Perlmutter, and Heenan (1979) concentrated their own 
empirical study on personnel function (manpower planning, manpower administration and 
manpower control) according to them, the degree of internationalisation of a company 
Increases from ethno , through poly and reglocentrism to geocentrism. 
Sullivan (1994) developed an attitudinal indicator, which can be better measured 
statistically. According to him, the international mindset of a company increases with the 
International experience of top managers. measured as the cumulative duration of the years 
top managers spend working abroad weighted by the total years of their working experience. 
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2.3-5.5 Internationalisation as regional diversification 
In addition to the dichotomy of home vs. foreign, different geographical variation Indices 
can be calculated for many of the Indicators given above. For instance Schmidt (1981) uses 
the Herfindahl index to place companies on a continuum between a completely homogeneous 
and a completely heterogeneous distribution of their foreign activities to different countries. 
Perriard (1995) uses the Gini index to measure the extent to which the regional 
distribution of a certain indicator at a given company complies with the total distribution of 
this indicator in the world. A second way of tackling geographical variation of company 
internationalisation is to focus on the number of countries In which a company is active. 
Developed by letto. Gillies (1998), the so called "network spread index" is calculated by 
taking the number of foreign countries in which a company has affiliates as a proportion of 
all countries where foreign direct investment has occurred, minus one country, i. e. the home 
country of the company. 
Finally, based on the assumption that there are striking differences between countries, 
which influence the internationalisation behavior of companies, Uohanson, and Vahlne 1977), 
Kutschker (1993) proposed that foreign countries should be weighted according to their 
geographical and cultural distance to the home country of the company. 
Similarly, Sullivan (1994) Introduced an indicator he calls "Psychic dispersion" 
According to this Indicator, the world Is divided into ten zones with different cognitive maps 
relating to management principles. The more zones a company Is active in. the larger the 
psychic dispersion of its Internationalisation. 
2.3.6 Internationalisation Indices 
Indices, or composite indicators, are formed by combining Individual Indicators. Despite 
the fact that numerous studies are based on individual indicators, there is a broad consensus 
that composite Indicators are more suitable to measure company Internationalisation. Firstly, 
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given the multidimensionality of internationalisation, restricting the measurement to one single 
Item Inevitably means that only a part of the whole phenomenon of the company's 
internationalisation is represented. 
Furthermore, the multidimensionality of the phenomenon means that, depending on what 
Indicator is used, single transactions could lead to contradictory results concerning the degree 
of intemationalisation (German et al. ' 1999). For instance, modernizing a plant abroad might 
lead to an increase in the proportion of foreign assets, but due to the labor saving effects of 
modernization, the proportion of foreign employees might decrease at the same time. Finally, 
using individual indicators does not allow systematic control of measurement errors, 
contingent influences and transfer pricing manipulations. Many scholars agree that the 
development of sophisticated indices to measure company Internationalisation Is still in its 
infancy (Sullivan 1994, Perriard 1995, Ramaswamy et al., 1996). Only three different 
composite Indicators can be identified in the literature on the subject: 
1. The "Transnationality inde3e' used by UNCTAD. 
This composite indicator first appeared In the World Investment Report 1995 (UNCTAD 
1995). The aim of the indicator Is "... to capture fully the extent of Involvement of TNCs 
[Transnational Corporations, CD] In the world economy" (UNCTAD, 1995). 
The index draws on three different ratios: Foreign sales to total sales, foreign assets to 
total assets, and foreign employment to total employment. In order not to favor companies 
from one specific type of industry in the ranking of companies, the "transnationality" Index 
is calculated as the average of the three above mentioned ratios. 
2. The "transnational activity spread indc3e'. 
This index, proposed by letto Gillies (1998) is a combination of two Indices. According 
to Ietto Gillies, the index used by UNCTAD ignores the spread of foreign activities. However, 
her own network spread index, which Indicates regional diversification (see above), does not 
take the amount or the share of activities abroad into account. As a result, she proposes to 
combine the two indices so that the UNCTAD index is weighted by the "network spread 
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index" . In detail, the resulting new 
index called the "transnational activity spread index" 
is calculated as follows. The average of the foreign sales to total sales, foreign assets to total 
assets, and foreign employment to total employment ratios, is multiplied by the number of 
foreign countries in which a company is active as a proportion of the total number of countries 
where foreign direct investment has occurred. minus one (the home country). 
In addition to this comprehensive index, letto Gillies Indicates that every individual 
indicator of the UNCTAD index might also be weighted by the network spread index, thus 
forming three sub-indices: the 44 sales spread index" , the 
"asset spread index" and the 
d6 
employment spread index" . 
I Ihe "degree of intemationalisation scale". 
This Index proposed by Sullivan (1994.1996) was developed in a bottom up process, 
using publicly available data. Unlike UNCTAD, which selected Its three individual indicators 
based on preliminary assumptions about their usefulness In expressing the phenomenon of 
internationalisation, Sullivan started with a total of nine indicators encompassing structural, 
performance and attitudinal items. Using the item total analysis on a representative sample of 
74 MNCs, five 'good' indicators have been identified. 
These indicators all weighted by the factor one, form the degree of internationalisation 
scale. In detail the index is composed of the following indicators: The ratio of foreign sales 
to total sales, foreign assets to total assets and foreign subsidiaries to total subsidiaries, the 
international experience of top managers (measured as the cumulative duration of the years 
top managers spend working abroad weighted by the total years of their working experience) 
and the psychic dispersion of international operations. 
2.3.7 International Marketing (IM) 
Export and export behavior have been the focus of a large body of literature in 
international marketing (Aaby and Slater, 1989; Leonidou and Katsikeas, 1996; Cavusgil and 
Nevin, 198 1; Leonidou, 1995; Morgan and Katsikeas, 1997). 
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> 2.3.7.1 Internationalisation models in international marketing 
75 
Various classifications of companies with regard to export operations can be found in the 
body of literature. Ansoff (198 2) uses a very simple classification of direct export, international 
and multinational. Bilkey and Tesar (1977) offer a more complex six type typology ranging 
from unwilling exporter to experienced exporter. They state that companies go through six 
stages regarding activity (export) to foreign markets. These stages include: 
Stages foreign markets activities 
Stage 1 In this stage management is not interested in exporting 
Management is willing to fill unsolicited orders, but makes no effort to Stage 2 
explore the feasibility of active exporting. 
Stage 3 Management actively explores the feasibility of active exporting 
The company exports on an experimental basis to some psychologically Stage4 
close countries 
Stage 5 The company is an experienced exporter 
Management explores the feasibility of exporting to other more Stage6 
I 
psychologically distant countries 
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Similarly, Czinkota (19 8 2) suggested eight forms of organization according to its involvement 
in foreign markets: 
0 Figure 2.3-9. Eight forms of organization according to involvement In foreign markets 
Completely uninterested Partially interested Exploring 
Temporarily declining Disappointed Experimenting 
Experienced Large exporter 
Proactive motives including: 
Profit and growth goals 
Managerial urge 
Technology competence 
unique Product 
Foreign market opportunities 
market Information 
Economies of scale 
Tax benefits 
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Reactive motives including: 
Competitive pressure 
Domestic market: small and saturated 
Overproduction excess capacity 
Unsolicited foreign orders 
Extend sales of seasonal products 
Proximity to International customers 
psychological distance 
Cavusgil (1980) employs a different classification based upon the organizations attitudes 
towards operations in foreign markets: 
Domestic marketing: The company sells only to the home market. 
Pre-export marketing: The company searches for information and evaluates the 2 
feasibility of undertaking exporting. 
Active involvement: company starts exporting to more countries that are new and 3 
direct exporting is the main route. 
Committed involvement: Management constantly makes choices in allocating 4 
limited resources between domestic and foreign markets. 
In studying variety of industries and companies of Wisconsin, Rao and Naldo (1992) 
found that companies could be classified into several categories according to their involvement 
in foreign operations: 
Non exporters, export intenders, sporadic exporter and regular exporter 
Tookey (1969) considers three steps in term of exporting. These stages are differentiated 
by the objectives they aim to achieve. The evolutionary process of the company could be 
viewed according to the association between orientations and successive stages In the 
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evolution of international operations. Accordingly, four types of attitudes towards foreign 
operations were identified (Wind, Douglas and Perlmutter, 1973): Ethnocentrism, Polycentrism. 
Regiocentrism, Geocentrism 
Likewise, Pavord and Bogart (1975) present an intemationalisation framework In which 
companies are grouped, In terms of exporting, into four categories: 
1. No activity 2. Passive activity 3. Minor activity 4. Aggressive activity 
> 2.3.7.2 Iheoretical bases of IN models 
Stage model of internationalisation process is one of the most widely adopted concepts 
In the field of international marketing and export expansion(Reid and Rosson, 1987) as it has 
Introduced several factors affecting the internationalisation process of the companies including 
increasing commitment manifested by sequential expansion in overseas markets as well as the 
psychic distance concept. 
Psychic distance represents a collection of factors that all inhibit the effective flow of 
information between a company and the foreign market. Most of research in the field has 
employed convenient but flawed surrogates of psychic distance. such as Hofstede (1980) 
cultural dimensions and Sethi (197 1) "market similarity" factors (Dow, 2000). 
The concept of psychic distance has been widely accepted in the export behavior literature 
(Klein and Roth, 1990, Shoham and Albaum. 1995). Companies appear to start by exporting 
to neighboring/CUItUrally close markets, before they enter more physically distant ones (Bilkey 
and Tesar, 1977). As their operations cover more distant countries and their experience grows 
in the international arena, psychic distance is predicted to decline (Grispsrud, 1990). 
This involvement In increasingly distant markets requires considerable learning efforts, 
which Increase as psychic distance to the target market is higher (Keegan, 1989). It is argued 
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that Psychic distance affects largely the choice of a particular distribution channel in foreign 
markets since companies seem to prefer indirect distribution to direct distribution in countries 
associated with high psychic distance. (Anderson and Coughlan, 1987; Davidson, 1982; 
Ramaseshan and Patton, 1994). 
Likewise, psychic distance Influences the market selection decision during the 
Internationalisation process, since companies are likely to select countries generating low 
psychic distance as they start their internationalisation process. Although the concept of 
psychic distance can be used to explain the expansion into overseas markets, the 
operationalization of the concept remains remarkably restrained (Stottinger and Schlegelmitch, 
1998). 
There is indeed a lack of empirical studies on psychic distance as well as a considerable 
difficulty in formulating the measurement instruments underlying the concept (Reid, 1986). 
For instance, psychic distance was measured through economic development, language and 
level of education (Luostarinen, 1979) business practices, language, economic environment, 
legal system and communication Infrastructure (Klein and Roth, 1990). 
Other researches emphasized the need to incorporate the cultural dimension while 
operationalizing the psychic distance construct (Benito and Gripsrud, 1992; Kogut and Singh, 
1988). Notwithstanding, the concept of Psychic distance could neither be generally accepted, 
nor discarded from an empirical point of view (Holzmuller and Kasper, 1990). 
2.3.8 Internationalisation of new ventures 
Improved international communication and transportation, as well as homogenized 
markets speed up the internationalisation process of companies. The nature of competition in 
many of the world's industries is changing. Traditional sources of competitive advantage, like 
economies of scale, are not as effective in the new competitive landscape. Today, the 
companies characterized by flexibility, innovation. Integration and speed internationally seek 
sustainable competitive advantage. High technology and knowledge Intensive companies are 
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the ones benefiting the most from the changing competition. The way in which they do It, is 
by internationalizing as early as possible by being "Born Global" ., In other words, the new 
competitive landscape has even made It possible for a company to internationalize from 
Inception. This is what recently has been witnessed around the world (Almelda & Bloodgood 
1996; Bell 1995; Clark & Mallory 1997; Fujita 1995; Haug, 1991). 
This new emerging phenomenon, which has been reported since the late 1980's by 
popular business press and research academicians, has gained rapidly increasing interest in 
internationalisation of new ventures over the past decade (Brush 1993,1995; Hitt & Bartkus 
1997; Hisrich. Honig. Haftel, McDougall & Oviatt 1995). 
Through the 1990s, entrepreneurship researchers' attention has been paid to exploring 
the motivations for, the pattern of, and the pace of internationalisation by new ventures (i. e., 
companies eight years or younger). Invoking multiple theoretical perspectives, some 
researchers suggest that new ventures frequently become active players in the global economy 
soon after the birth of these companies (e. g., Oviatt & McDougall 1999; Zahra, Matherne & 
Carleton 2000b). 
2.3.8.1 Dimensions of Internationalisation of new ventures 
Prior researchers focused on three key dimensions of internationalisation of new 
ventures. The majority of prior studies examined the extent (or degree) of a new venture's 
sales Internationalisation. Typically, the extent of Internationalisation was measured by the 
percent of a company's sales generated from foreign markets. 
Some studies also examined the speed by which a new venture Internationalized Its 
operations. In these studies, speed was defined as the length of time that elapsed between 
the year the venture was created and the year of its first foreign sales. Some studies examined 
the scope of new venture's sales internationalisation, measured by the number of countries 
(other than the country of origin) in which the new venture generated sales. 
CHAPTER 2. LITERATURE REVIEW 81 
One of the most striking features of the past internationalisation of new ventures research 
is the fact that It has focused almost exclusively on indicators of the internationalisation of 
the company's operations, both in scope (e. g., regions) and scale (i. e., level of sales derived from 
international operations). 
A glaring deficiency in past research is Ignoring the Internationalisation of a company's 
value chain or inputs Into the production process. As acknowledged by strategy (Porter 1986) 
and global strategy (Bartlett & Ghoshal 2000) researchers, these variables can significantly 
influence the nature and magnitude of a company's competitive advantage. New ventures' 
Internationalisation researchers have also overlooked one of the key areas that can give young 
and established companies enduring competitive advantages that set them apart from their 
rivals: the ability to recognize opportunities and pursue them creatively (KIrzner 1973). 
> 2.3.8.2 Organizational Factors Influencing Internationalisation of new 
ventures 
One area that has received some attention in prior studies is the effect of the company , 
related variables on the Internationalisation of new ventures. Researchers examined three 
sets of variables: top management team (TMT) characteristics, company's resources, and 
company specific variables. These variables have been widely discussed in the strategy and 
entrepreneurship research. These include the effect of the top management team and 
resources on the internationalisation of new ventures. Strategy researchers have long 
maintained that the characteristics of the company's top management team can spell the 
difference between its success and failure. 
These characteristics significantly affect the companies' strategic choices (Finkelstein & 
Hambrick 1996), such as Internationalisation (Carpenter & Frederickson, 2001; Calof & 
Beamish, 1994). Exposure to international markets or market practices significantly influences 
the company's drive to internationalize. These findings are corroborated through case analyses 
(Oviatt & McDougall 1995; McDougall et al. 1996) and empirical studies (Bloodgood et al. 
1996; Burgel & Murray 1998). 
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- This Is Important because senior managers' international experience is positively related 
to some Indicators of the company performance (Carpenter. Sanders & Gregersen, 200 1; Daily. 
Certo & Dalton, 2000). Strategy researchers have invoked the resource based theory as a key 
basis for explaining the various strategic choices companies make (Barney 1994). 
Review of the new ventures' internationalisation literature also highlights the 
importance of company resources as a factor influencing the Internationalisation of new 
ventures (Table 2.3.1). 
0 Table 2.3.1. Influence of organizational factors on Internationalisation of new ventures (TMT 
and Resources) 
Variable Dimension Findings 
Foreign Case analyses showed that the new ventures led by the managers with foreign work 
work experience were able to quickly internationalize their operations and do so 
experience successfully (Oviatt & McDougall, 1995; McDougall et al. 1996). 
Found a positive and significant association between the managers with foreign 
work experience and the degree of new venture's intemationalisation (Bloodgood et 
al. 1996; Burgel & Murray 1998). 
A higher percentage of the managers of the companies that internationalized worked 
for a foreign company at home (Burge] & Murry 1998). 
Education found a positive (not significant) relationship between the managers' receiving 
abroad education outside the USA and the new ventures, international expansion 
(Bloodgood etaL, 1998) 
A higher percentage of the managers of the companies that internationalized 
received education abroad than those of start ups that did not internationake 
Burgel & Murray 1998) 
Background 
The companies with the principal founders drawn from managerial parental 
backgrounds were significantly more likely to export than the companies with other 
types of founders (Westhead et al., 1998) 
Global 
vision Case analyses suggested that the new ventures led by the managers with global 
visions were able to internationalize quickly and successfully (Oviat & 
McDougall, 1995) 
Case analyses suggested that the new ventures with unique intangible assets were 
Unique able to internationalize quickly and successfully ( Oviat& McDoougall, 1995) 
assets 
The companies that internationalized their operations had the products that required 
significantly less custornization and maintenance than those that did not (Burgel 
0 &Murray 1998). There were no differences between the two groups in the amount 
of installation or training required to use their products. 
The start up companies that did not internationake were more likely to describe 
their products as being less innovative (Burgel & Murray 1998). 
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Positively (not significant) related to internationalisation status, speed or degree 
(Zahra et al., 2000b). 
R&D The start-ups that internationaUed their operations had higher R&D to sales ratio 
(Burgel & Murray 1998). 
The start-ups that internationalized their operations had higher ratio of employees 
who spent 50% or more of their time on new product development as percent of 
sales than those that did not ( Burgel & Murray 1998) 
Case analyses suggested that the new ventures with extensive networks were able to 
intemationaae quickly and successfully ( Oviat & McDougall, I 995) 
Network Technological networks are positively and significantly associated with status, 
speed and degree of interriationalisation and this effect is higher for new companies 
with high R&D spending (Zahra et al., 2000b). 
0 There were no significant differences between the start-ups that internationalized 
and those that did not with regard to access to venture or angel capital (Burgel & 
Murray 1998). 
The companies that had received industry grants were significantly more likely to 
"port (Westhead et al. 1998). 
A reputation for technological superiority is positively and significantly associated 
with status, speed and degree of intemationalisation. This effect is higher for status 
Reputation and degree of internationalisation of new companies with high R&D spending (Zahra et al, 2000b), interaction of reputation and R&D is not significant in the case 
ofspeed 
Particular attention has been paid to how the company's unique assets such as product 
innovativeness (Burgel & Murray, 1998) Influence the Internationalisation process (Zahra et 
al. 2000a). Also, intangible assets such as reputation and networks can significantly Influence 
the speed and degree of Internationalisation (Zahra et al. , 2000b). The proposition that 
unique organizational assets and knowledge bases can influence the Internationalisation of 
new ventures is also supported by case analyses (Oviatt & McDougall, 1995). 
In turn, international expansion enhances the company's learning and gives it access to 
new knowledge bases, as found in the study by Zahra et al. (2000a). Researchers have also 
examined the effect of several organizational factors on a company's internationalisation of 
new ventures. Specifically, researchers have examined the effects of age and size, speculating 
that experience and resources (company size as proxy) intensify internationalisation of new 
ventures. 
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Research findings did not support theoretical explanations. A similar conclusion emerged 
from prior studies on the effect of location, which was believed to give the companies unique 
knowledge and resources that can intensify the internationalisation. Here too, empirical 
findings did not support theoretical explanations. Researchers have also examined venture 
origin, defined as whether the company was established by a corporation or an independent 
entrepreneur. For example, Zahra et al. (2000b) found that the ventures created by the 
established companies were less likely to internationalize their sales. A corporate venture 
status was not significantly associated with the degree or speed of sales internationalisation. 
The researchers of new ventures' future internationalisation are likely to gain a great 
deal of insight from examining the affect of intangible assets and resources typically associated 
with venture origin on different dimensions of internationalisation. Some strategy research 
has already uncovered significant differences between independent and corporate ventures in 
their resource bases (Shrader & Simon, 1997) and competitive strategies, especially with 
respect to technological choices (Zahra 1996). 
Whether or not these differences manifest themselves In the extent or speed of the new 
ventures' Internationalisation remains unknown. In addition, it Is not clear if there are 
differences among independently owned (private) companies vs. publicly owned and managed 
companies in Internationalisation or the gains achieved from this Important but complex 
activity. . 
Growth Orientation: Managers' motivation to achieve growth can influence a company's 
Internationalisation of new ventures activities. One study that tested this proposition found that 
the companies that had a high growth orientation were likely to Internationalize their 
operations (Autio et al., 1997). This finding highlighted the Importance of managerial attitudes 
In shaping the strategic direction of their enterprises (Finkelstein & Hambrick, 1996), 
especially In terms of global expansion. 
However, the dearth of empirical studies that document the types of attitudes that are 
conducive to globalization and the direction of the relationship between these attitudes and 
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success in International expansion remains a gap in this emerging research stream. 
Environmental Scanning: Information about the industry and / or potential foreign markets 
can spur the internationalisation of new ventures. 
Evidence indicates that the exposure and ability to gather information from foreign 
markets is positively associated with internationalisation (Autio et al., 1997; Karagozoglu & 
Lindell, 1997). These findings are consistent with strategic management research that 
highlights the importance of environmental analysis for the effective selections of the strategies 
companies pursue (Hambrick 1981; Miles & Snow, 1978). Still, much can be gained from 
conducting more analyses that examine the various systems and processes by which 
companies gather information about the opportunities in their International markets and how 
they Interpret this information as they craft the strategies they pursue. Financial strength: 
some researchers have begun to examine the effect of a company's financial status on its 
internationalisation. 
This research is guided by a belief that past successful organizational performance creates 
the slack resources needed to support international expansion. Two aspects of a new venture's 
financial status were considered in prior studies: past ROE and debt leverage. Zahra et al. 
(2000b) concluded that past ROE was not significantly associated with the status of 
Internationalisation (internationalized vs. not). Past ROE was positively but marginally 
associated with the speed and degree of sales internationallsation. 
In terms of financial leverage, Bloodgood et al. (1996) reported a non-significant 
association with the degree of internationalisation, raising a question about the potential 
contribution of past performance to new ventures' internationallsation. Perhaps, the results 
are unique to the samples examined to date. Alternatively, financial performance may not play 
a key role in explaining the internationalisation of new ventures' sales. 
That is, regardless of their financial position, some new ventures expand internationally 
to achieve a variety of strategic goals. Given that only a few studies have been conducted on 
this issue to date, however, it would be premature to drop indicators of past financial 
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performance from future studies of internationalisation of new ventures. In summary, 
consistent with long established tradition in the strategic management field, past empirical 
research has attempted to gauge the influence of several organizationalý variables on 
Internationalisation of new ventures. Some key organizational variables are TMT 
characteristics, company resources, and company level variables such as size, age, location, 
origin, growth orientation, environmental scanning, and financial strength. 
However, as the list of variables examined would suggest, a coherent theoretical 
framework that explains the potential influence of these variables on internationalisation is 
lacking. Table 2.3.1 also shows that many of these studies do not provide statistically 
significant support for these relationships. It is possible that external environmental factors 
play a more significant role in the internationalisation of new ventures and may serve to lessen 
the effects of organizational factors on the Internationalisation of new ventures. Therefore, we 
now examine the research that links a company's external environment to its international 
entrepreneurial activities. 
> 2.3.8.3 Influence of the External Environment on the Intcrnationalisation of 
new venturcs 
Strategic management and entrepreneurship researchers have long acknowledged the 
importance of the external environment on a company's various strategic choices (Boyd, Dess 
& Rasheed 1993; Zahra & Bogner, 2000). Consequently, researchers have explored the effect 
of a company's external environment on different aspects of the new ventures' 
internationalisation. These results suggest that the new ventures that Internationalize their 
operations early in their life cycles compete in the industries that are perceived as being 
different in their attributes from those where new ventures do not internationalize as quickly 
or as broadly. 
Prior research shows that the characteristics of a new venture's major industry may 
determine the gains to be made from internationalisation (Roberts & Senturia 1996; Zahra, 
Neubaum & Huse, 1996). That is, the characteristics of the Industry may significantly 
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moderate the relationship between the internationalisation of new ventures and the financial 
gains from these activities, as found by Zahra and Garvis (2000). 
One has to be cautious In interpreting prior results on the effect of the environment on 
internationalisation of new ventures and a company's future gains from the internationalisation 
of new ventures. Only a limited number of studies have explored this issue to date. Prior 
studies have also focused primarily on high technology industries, probably because these 
industries have experienced the highest rates of growth in the formation of new ventures. 
Low technology, both in manufacturing and service industries, have not received as much 
interest in internationalisation of new ventures research, raising the possibility that past 
findings do not generalize equally well to all economic sectors. Researchers have also failed 
to examine the specific attributes of the environment on the Internationalisation of new 
ventures variables. This is evident in those studies that collected the data from single 
industries in an effort to control for industry variability. 
This measurement strategy overlooks the possibility that managers within the same 
industry may view their environments quite differently, which would lead to significant 
differences in the Internationalisation of new ventures. The same variables may also have 
different Implications for internationalisation and the gains to be achieved from this strategy 
at different points In time In the life of a given industry. ' Different segments of the same 
industry may also experience significant forces of competition, leading to significant differences 
in the Internationalisation of new ventures patterns and outcomes. Finally, researchers have 
been inconsistent In measuring industry attributes (whether objective or perceived), making 
it difficult to compare findings across studies and discern clear patterns in prior results. 
Other researchers have expressed a similar concern about strategic management research 
(Boyd et al., 1993) and suggested controlling for industry variables (Dess, Ireland & Hitt 1990). 
We believe that the researchers of new ventures' internationalisation would benefit 
significantly from using these recommendations in designing future empirical studies. The 
above observations urge greater caution in Interpreting prior research results on the 
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relationships between the characteristics of a company's business environment and the 
internationalisation of new ventures. 
These studies also call attention to the need for greater and better theoretically grounded 
research. One Issue that has escaped attention to date is the configuration of 
internationalisation of new ventures activities across business environments. Past researchers 
have examined Individual Internationalisation of new ventures dimensions while Ignoring the 
overall configurations of these activities and their implications for a company's performance. 
Past research ignores the possibility that the payoff from internationalisation of new ventures 
might be determined by the tradeoffs or synergies that might exist among these activities. 
> 2.3.8.4 Influence of Strategic Factors on Internationalisation of new 
ventures 
Researchers have also examined the effect of a companys competffive stratqjes an the 
Internationahsation of new ventures. The key strategy variables used in prior research and 
their knrmence on a companys IritematkonaYisation ol new ventures cover genetkc strategies, 
tunctional strategies, and entry strategy, 
Generic Strategles-. Researchers propose that a companys competitive strategy can spur 
its Internationalisation of new ventures. Consequently. prior studies have attempted to relate 
low cost strategy and differentiation strategY to internationalisation. Past studies found that 
unique products and product differentiation were positively related to internationalisation 
(Bloodgood et al. 1996; Fontes & Coombs, 1997), thereby highlighting the importance of 
intangible factors in explaining the Internationalisation of new ventures. 
These findings are consistent with the resource-based theory of the company, Indicating 
that unique resources can Intensify and expedite a company's International expansion. In 
addition, Autio and colleagues (1997) emphasized the importance of R&D spending and 
international collaborative relationships, which were conductive to internationalisation. Zahra 
et al. (2000b) noted that such relationships could give new ventures the knowledge and 
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resources that can expedite international expansion. 
Functional Strategies: Researchers also emphasized the production, distribution, and 
marketing functions and their relationships with the internationalisation of new ventures. 
Roberts and Senturia (1996) underscored the importance of product attributes such as 
uniqueness and customization, while Holmlund and Kock (1996) highlighted the Importance 
of production competence for the internationalisation of new ventures. However, McDougall 
(1989) and Bloodgood and colleagues (1996) found that international new ventures de- 
emphasize a distribution and marketing strategy. 
Entry Strategy: International new ventures have also been profiled for their entry strategy. 
McDougall (1989) found that international new ventures have emphasized a large-scale entry 
strategy significantly more than small ventures. Fontes and Coombs (1997) related the 
composition of their clientele with internationalisation in a niche market. Also, Beamish 0 999) 
theorized that different types of alliances are appropriate mode of entry choices for the 
Internationalisation of new ventures. Still, more empirical work is needed in this area, especially 
with regard to entrepreneurial companies. 
To date, only a handful of studies have connected competitive strategy variables to the 
internationallsation of new ventures. The selection of the variables, however, does not appear 
to follow established theories, even though comprehensive reviews of these theories are easily 
accessible (Carroll 1997; Teece et al. 1997; Williamson 1999). Most prior studies have not 
linked entry strategies to non-financial gains to be achieved through internationalisation such 
as knowledge and learning. The paucity of prior empirical studies and lack of theoretical 
grounding also suggests a need to Furthermore explore these relationships within an integrated 
and coherent framework. We broadly categorized past studies into generic, functional and 
entry strategies. Clearly, opportunities for future scholarly inquiry abound. 
To summarize, the above discussion considering the internationalisation of new ventures, 
the review shows that traditional and comparative advantage theories have given way to the 
competitive advantage theories which are based on communication and transportation speed 
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along with outstanding competition. In this regard, characteristics such as flexibility, 
innovation, integration, and speed are focused on. The new focus targets international markets 
through knowledge and high technology (Fugita, 1998). 
In addition, these perspectives consider the effect of new ventures on the macro level 
formation (Johanson and Mattsson, 1988). Their focus is on behavioral and network theories. 
There is also a different view in expanding the issues of the internationalisation of new 
ventures unlike the past focus on the size of the companies, new view, considering transaction 
cost theory highlights the age of the companies along with sustainable competitive advantage 
(Ghanat abadi, 2005). On the other hand. the focus of CG is to provide a structure through 
which the companies' objectives are set and the means of attaining these objectives and 
monitoring performance are achieved (CIPE, 2000). In fact, appropriate structure and 
management are based on stakeholders' satisfaction and interests. Hence, in a general view 
considering all theories and attitudes, it seems that they all focus on common indices for 
international isation. 
These indices include, among others, top management team, resources, and company 
specific variables that in turn base the formation of indices in structure, performance, and 
attitude in internationalisation studies. They are similar to the controlling and monitoring tools 
presented earlier in this study (Perlmartar and Jeenan. 1979). These indices have guided the 
present study for the internationalisation of companies through CG as an independent variable. 
2.3.9 Internationalisation in developed countries 
The discussions in this study concerning the internationalisation of companies and 
countries by enhancing the quality of CC and also through an intermediate variable, that is 
business Excellence, have lead the research to investigate the issue in the developed countries. 
It appears that the study of the process and pattern of internationalisation in the developed 
counties can be ot'high value for the developing countries. However, there have been ample 
of studies and discussion on these phenomena in the developed countries, in which the 
economists have considered different aspects such as social, geographical, political, and 
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economical aspects. Thus, there is a need to define the developed countries in terms that are 
more precise and, therefore, have a distinct field of discussion. As a result, the causes and 
factors for growth will be explained better. 
A developed country is one that enjoys a relatively high standard of living derived 
through an industrialized, diversified economy. Countries with a very high Human 
Development Index (HDI) are generally considered as developed countries. This usually 
coincides with the countries that have a high gross domestic product (GDP) per capita; 
however, some countries have achieved a (usually temporarily) high GDP through natural 
resource exploitation (e. g., Nauru through phosphate extraction and Equatorial Guinea) 
without developing the diverse industrial and service- based economy necessary for 
"developed" status, 
According to the United Nations Statistics Division (2003), in the United Nations system, 
there is no established convention for the designation of "developed" and "developing" 
countries or areas. In common practice, Japan in Asia, Canada and the United States in 
North America, Australia and New Zealand in Oceania, and Europe are considered as 
"developed" regions or areas. In international trade statistics, the Southern African Customs 
Union is also treated as a developed region and Israel as a developed country; and countries 
of eastern Europe and the former U. S. S. R. countries in Europe are not included in either 
developed or developing regions. 
Despite their high per capita GDP, Brunei and the Middle Eastern countries of Bahrain, 
Kuwait, Oman, Qatar, Saudi Arabia and the United Arab Emirates are generally riot 
considered as developed countries because their economies depend overwhelmingly on oil 
production and export. Some of these countries, especially Bahrain, have begun to diversify 
their economies and republicanism. Similarly, the Bahamas, Barbados, Antigua and Barbuda, 
Trinidad and Tobago, and Saint Kitts and Nevis enjoy a high per capita GDP, but these 
economies depend overwhelmingly on the tourist industry. 
Nevertheless, the internationalisation of economics and markets has emerged not as 
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new 'pheno, m"enon but''a traditional one', only being'different in forms and frames. ' The Silk' 
Road has been a manifestation'of international relations among ancient civilizations, ' ameaýs 
for meeting the economic demands of nations. Yet scientific and cultural growth In Europe, 
especially from the early 12 century and the Renaissance laid the foundation for industrial 
growth In Europe. This appeared in the form of navigation and exploration of continents, 
the emergence of international transaction in Europe, the development of painting and 
sculpture. Christopher coulombs' exploration, Majellan'ý, Voyage, Galileo's theory, the 
development of telescope and astrology, the estab, ent o East-Indian Company and the 
'fishm" ýf 
Industrial Revolution. At the sa'me', t'ime ec'6 nýomic'scholaisair6d their theories. This together 
with geographical situation of Europe can be, Inter alia, 'the factors leading to economic 
cooperation in Europe and from there to other continents (Corricl-ý 1945). 
The capital and technology transfer, Internationalisation and the issue of FDI were 
among later or contemporary results of economic cooperation. Hoiwever, ý there'are other 
theories and events, historical as well as scientific, -serving -as'cornerstones of growth, 
development and Internationalisation, which will be discussed later in this study. 
2.3.10 Internationalisation in the developing cottntries 
The Internationalisation of enterprise is one of the essential ways for strengthening the 
competitiveness of the developing country' companies (UNCTAD, 2005). However, 
internationalisation can itself become a barrier if it does not happen fast enough. Many 
companies go through a traditional and incremental process of first exporting, then building 
up an agency In the host country before moving to local production, marketing and customer 
support. Scandinavian TNC, expanding abroad in the late nineteenth century and early 
twentieth century Uohnson and Vahlne, 1966). followed this pattern. 
For latecomer enterprises, the process appears to move faster and to involve applying 
learning acquired from one market in the next (Mathews, 2000). Internationalizing companies 
from developing countries are pursuing strategies that enable them to catch up with 
established players, leveraging their latecomer advantages. These include being able to access 
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strategic assets, new technologies and market. developing low-cost engineers in innovative 
ways. mastering all aspects of manufacturing processes, and others. 
The more global the world economy becomes, the greater the pressures on companies to 
globalize. This pattern of Internationalisation is very different from the one which drove earlier 
experiences, and which involved export expansion and trade promotion. Today. 
internationalisation appears to be driven much more directly by company to company 
contracting In a global setting, and it frequently Involves SMEs Initially being drawn into global 
business through contractual linkages with larger TNCS. 
Bonvin (1998) in OECD working paper points out that during the 1990s many developing 
countries embraced a regional approach to trade and investment liberalization alongside their 
unilateral and multilateral efforts. This policy trend reflects the belief that regional policy 
initiatives can facilitate the developing countries' domestic reforms. Whether these regional 
initiatives will indeed bring about such an outcome remains to be seen, however, the crucial 
factor is the scope and depth of such commitments. 
Experts stress the Importance of SME sector for economic development. They believe that 
trade without enhanced productive capacity Is not a sustainable way to attain the Millennium 
Development Goals. As globalization leads to expanded trade across nations, there is an 
increasing need to ensure that the process become more equitable, participatory and fair. It 
has been noted that the Internationalisation of the developing country's companies through 
outward foreign direct investment (OFDI) has been Increasing. OFDI from the developing 
countries rose form $147 billion in 1990 to over 1 trillion in 2004 (TD, 2005). The number 
of the developing country's companies among the fortune 500 companies rose from 29 in 
1998 to 45 in 2005. The industries where OFDI by developing country companies is most 
prominent Include electrical, electronics, information, etc. However, researches have also found 
that Involvement in intersnational markets may have negative consequences for companies and 
their owners. Since international operations are associated with additional administrative and 
agency costs, owing to the increased organizational complexity and the uncertainty related to 
operation In new markets, there are thresholds beyond which the costs of International 
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expansion may outweigh the benefits (Geringe. 1989). Therefore investors may suffer losses 
as a consequence of the higher agency. As UNCTAD (2005) case studies indicate the drivers 
of internationalisation from the developing countries fall into two broad groups; 
macroeconomic and house country policy environment and corporate specific reasons. The 
case studies suggest that the motivations differ across industries. host locations, enterprise size, 
orientation, market entry strategy and types of institutions. 
Furthermore, review of studies illustrates the paths and mechanisms through which 
countries achieved international competitiveness. A well planned degree of protectionism 
followed by assistance measures aimed at nurturing domestic technology. These measures 
were based on the principle of competition, the government's role was to provide an 
environment and give direction to private enterprise. Providing the engineering and financial 
resources to keep up with a rapidly changing technology was another measure to help 
companies enter global markets. The choice of appropriate strategy has Furthermore helped 
companies enhance their competitiveness in International markets. Education and training of 
the workforce are also important means of creating competitiveness. 
According to Maarten Devet (1993) there is an explicit link between education of the 
work force, the ability to achieve new high performance forms of work organizations, and 
productivity growth. Infrastructure policy is a fundamental aspect of a government policy 
towards capability building. Sufficient road and rail transport are absolute prerequisites for 
almost every industry. Air links to major markets are also critical. A study of the main 
developments in the manufacturing industry in Cameroon shows the emphasis tending to be 
on structural factors of competitiveness. Cameroon's experience showed that openness to 
trade, development of skilled labor and adequate management of the real exchange rate are 
crucial factors for the enhancement of productivity and export. Many Chinese, Indian and 
Russian companies are investing abroad to access strategic assets and natural resources. 
Argentina, Brazil and Colombia have embarked on OFDI as an act of internationalisation too. 
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> 2.3.11 Internationalisation in Iran 
Many developing countries remained outside the growing international specialization until 
after mid -1980, due to a combination of factors. With the success of the Asian tigers and 
external pressure to open markets, trade liberalization became increasingly widespread. The 
result was a process of Increasing integration and globalization (Reynard and Forstater, 2002; 
Kapllinskey and Readman, 200 1). Furthermore more, some believe that It is particularly 
necessary for SMEs in the developing countries to internationalize, due to the increasing 
competitive pressure and reduction of the direct subsidies and protection they used to receive 
from their government (Etemd, 1999). In spite of the importance of SMEs internationalisation, 
the empirical research In this area in Iran is scant. In fact, research into the Internationalisation 
of SMEs based In the developing countries is still In an embryonic stage (Kuada and Sorensen, 
2000). 
Historical facts show that Iran's economic reforms could be traced back to the oil crisis 
of 1973, and 1979, and subsequent price booms. Over the period 1959-79, oil revenue was 
allocated for investments in different sectors of the economy Including the industrial sector. 
This was accomplished by direct government Investment and by providing cheap credit and 
foreign exchange to private investors. Expansion of domestic credit was also made possible 
through monetization of foreign exchange from oil export (Tabibian, 2003). 
However, despite the fact that in the last four decades the government has extensively 
supported the large Industries sector through channeling subsidized foreign exchange credit 
and other resources into the manufacturing sector, a long list of problems emerged. Those 
included "dominance of outdated technology, and machinery, dependence on government 
earned foreign exchange from oil revenue, high level of concentration in different branches 
of industry; domination of government or public ownership, poor entrepreneurial capability 
and the like. 
Due to such problems, the manufacturing sector as a whole has not demonstrated a 
capability for growth or even been able to sustain operations over several decades. In summary 
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,a review of five-year plans since the 1950s indicates that the most 
distinct industrialization 
policy of Iran has been a drive for self-sufficiency. This type of policy along with the availability 
of oil revenue made it possible for public as well as private companies to ignore imperatives 
of cost and efficiency and consequently the principle of a competitive market for a period of 
more than five decades. Over the decades the governments either compensated the 
manufacturing companies with cheap loans, cheap foreign exchange and other transfers, or 
protected them with import restrictions. Under such conditions the government has injected 
resources and supported the sector without any requirements of efficiency and productivity, 
thus eliminating the incentives that would otherwise have induced manufacturing companies 
to seek profit maximization and react to the market stimulus and competition. 
In addition, the overdependence on oil and gas exports placed the country's economy in 
a weak position, exposing it to fluctuations In International energy prices, that have fallen to 
bellow $ 10 barrel during 1998 (UN\IDO, 1999). It has also created a heavy dependence on 
public and quasi public large enterprises in spite of the fact that the great majority of 
businesses in Iran (98.4%) have less than 9 employees. Table 2.3.2 indicates the number of 
companies by size category and sector. Although the table does not provide any categorized 
information about the companies with more than 100 employees at least it shows the share 
of enterprises less that 100 In the economy. 
0 Table 2.3.2 Numbers of enterprises by size category and sector 
Business 
Sector 
. 1.5 
employees 
6.9 
employees 
10.49 
employees 
50.94 
employees 
> 100 
employees 
Service 818/114 5631 3478 231 150 
Manufacturing 334.630 17125 13236 1055 1207 
Mining 454 355 413 NA NA 
Totals 1.213.858 23111 17127 1286 1357 
Percent of total 96.6% 1.8% 1.4% 1% 1% 
Source: statistical year book of Iran 1375 (1996/1997) in UNIDO, 2003, P. 48. 
CHAPTER 2. LITERATURE REVIEW 97 
According to UNIDO (2005) the small number of manufacturing sector enterprises with 
more than 100 employees indicates "that the Industrial SMEs in Iran have a tremendous 
potential for growth. Furthermore, due to the changes in international environment and the 
necessity of integration in international market, consistent with other economies the third 
Socio-Economic Development plan of Iran (2000.1 through 2004.5) states that: a flourishing 
and sustainable small and medium - sized sector is necessary for the eradication of poverty 
specifically through job creation, reduction of the country's economic dependence on oil 
revenue, and restructuring of the Institutional business framework. 
In order to achieve these goals, the government needs to improve the conditions for 
developing the competitiveness, which is a prerequisite for job creation and the promotion of 
non-oil exports. Changes In trade and tariff equations and a moderate level of protectionism 
are policies that have been launched since 2000. These changes have intensified the 
competitive forces for a majority of the manufacturing sectors that are accustomed to serving 
a highly protected domestic market. 
In order to deal with new situations, many enterprises shifted their activities towards 
international markets. Such a shift in orientation towards discerning and demanding export 
markets has forced the manufacturing sectors to strive for a substantial improvement In their 
competitiveness through adoption of different policies and strategies. In this context, Increasing 
the competitiveness of the SME sector has become a vital issue In the national economy due 
to their Impact on job creation and Increasing scope for success In export markets. 
2.3.12 Conclusion and discussion on internationalisation (IN) 
In this section, dimensions, theories and principles of Internationalisation were reviewed, 
and different theories and their evolution together with criticisms and support of each were 
presented. The purpose of this research is to study the effect of CG on the internationalisation. 
Thus, different theories and the various aspects of CG were cultivated, and finally the effect 
of CG as an independent variable, on the internationalisation as a dependent variable, and Its 
quality through an intermediate variable (organizational excellence) were discussed. 
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Furthermore, it was argued that international political economy has changed profoundly 
in the postwar period and this has had major implications for all nations, especially those that 
trade extensively with the rest of the world, but which have relatively little capacity to influence 
the conditions under which such activities occur. The world economy was once conceived of 
being composed of relatively separate national economies in which the principal form of 
international interaction was trade; the contemporary system is dominated by the production 
structures that transcend national borders in which international investment is the most rapidly 
expanding, dominant driving force In the world economy (Dicken, 1998). 
Although, the research and document concerning the effect of CG on IN is scant due to 
its relatively short background, the scope of the discussion has focused on the effect of 
internationalisation on CG In a reversed manner in this study. Sanders and Carpenters (19 9 8) 
studied the possibility that the robustness of governance structures adopted could assist the 
company in attaining a higher degree of interdependencies. In other words, they examined the 
interdependencies between a company's degree of internationalisation and its corporate 
governance structure. The results showed no significance bi-directional causality. however, 
test of unidirectional causality showed that internationalisation has a significant effect on the 
production with international experience. 
Nevertheless, due the to international economic discussions at the present time of 
communication there have been a lot of studies concerning the effect of Policy structure 
(Beeson, 2002), investment, CEO (Rondo, ZH, 2002 and Oxelheim, Randoy. 2004). accountability, 
training (Dimitratos, 2004), ownership, board's dimensions (Tihanyi. 2003) and stakeholders 
behavior (Massel, et. al. 2003) . 
Yusuf (2001) considers labor, human capital, capital Investment R&D, technological 
progress as some of the factors, relevant to all countries, as the sources of growth. He believes 
that a comprehensive approach towards international activities managed and abetted by good 
policies, can magnify the effect of growth promoting measures. Furthermore. some other 
studies have focused on Identifying and assessing the origins and significance of a company's 
specific ownership advantages which drive Internationalisation, such as technological capacity, 
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labor skills, Industrial structure, marketing skills, and organizational capabilities. 
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With a closer look at CG's influential elements and its main cores, it is possible to discern 
all the above factors as the main elements of CG in IN. In the following chapters, the formation 
of conceptual model will be extensively discussed. In all, this research is an effort to identify 
the quality, degree and amount of meaningful effect of CG on IE through organizational 
excellence, with a belief that past successful past organizational performance creates the slack 
resources needed to support international expansion. 
CHAPTER 3 
CONCEPTUAL 
MODEL 
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00- 3.1 Introduction 
The ever-increasing importance of enterprises in economic development, especially via the 
internationalisation of companies, and the vital role of corporate governance in the growth and 
productivity of companies (AP0,2000) have prompted the selection of these areas for further 
investigation. The main purpose of this study, as stated in chapter 1, is to probe "the effect 
of the quality of corporate governance on the Internationalisation of Iranian companies", 
through the clarification of the impact of organizational excellence and the Identification of 
driving forces, or more precisely. "enablers", that lead companies towards participation In 
international markets. The lack of comprehensive research in this respect further justifies the 
grounds for this study. 
Previous studies examining the variations in internationalisation have not addressed the 
role of corporate governance systems from the business excellence's point of view. This 
perspective provides the enabler through which the quality of CG may affect the 
internationalisation of Iranian companies. Agullera (2004) has studied the globalization of 
corporate codes of governance. The implication of her study Is that despite the difference 
between and amongst countries, codes tend to make similar recommendations regarding the 
behaviour of the board by tackling, primarily, the transparency and accountability of the 
board's practices (Aguilera, 2004). In another study, Aguilera and Yip (2004) have focused 
on actor-centered institutionalism to Identify how corporate governance actors influence 
globalization and argue the strong roles for each corporate governance actor and the 
competitiveness of a nation's companies. 
Furthermore, as the principles of CG, fairness, transparency, accountability. and 
responsibility, are relevant all over the world, promoting good CG can be especially beneficial 
to emerging market economies and countries. By adapting principles of good CG, as the 
respective literature suggests, companies and developing countries can often command higher 
valuations, improve their profitability, and gain better access to outside capital. Furthermore, 
developing countries can attract more Interest from local and foreign investors and reduce 
their vulnerability to financial crises (World Bank Group, 2006). 
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Yet, other researchers have focused on the internationalisation and corporate governance; 
Sanders and Carpenter 1998, following authors like Baysinger and Moskisson (1990). Kim and 
Mauborgne (1996), and Michel and Hambrick (1992) studied the relationship between a 
company's Internationalisation and its governance. They suggest that given the increased 
complexity arising from the company's internationalisation, top teams are tasked with even 
greater Information-processing requirements, which in turn can be facilitated by corporate 
governance arrangements. Sanders and Carpenter's (1998) findings suggest that a company's 
governance structure, in the US context, is influenced by the company's degree of 
internationalisation. Furthermore, other scholars extended Sanders and Carpenter's study to 
the Australian context analyzing not only the effect of a company's degree of 
internationalisation on the CG mechanisms, but also the possibility that the robustness of the 
governance structures adopted could assist the company in attaining a higher degree of 
Internationalisation (How, et al., 2002). 
None of these studies, however, have focused on the quality of CG systems and of business 
excellence as a mediator on the Internationalisation of the companies. Our contribution in this 
study is to fill this gap. We believe that by enhancing the quality and robustness of the CG 
mechanisms, using the enablers offered by business excellence, it would be possible to boost 
the competitiveness of a nation's companies and pave the way for the Internationalisation of 
the companies. 
In this way, the second chapter deals with the overview of corporate governance, 
Internationalisation, and organizational excellence literature together with the contribution of 
the respective schools of thoughts, more precisely, network theory and internationalisation 
studies. The assumptions of the theories and the models are selected as the main criteria for 
the evaluation of the applicability and validity of each theory and model for the purpose of 
this study. The literature review reveals the evolving nature of the internationalisation theories 
and models that aim at explaining the internationalisation process of the companies with 
respect to the quality of their corporate governance system. Two main approaches have been 
Identified in the internationalisation of the companies: the economic approach and the 
behavioral approach, emphasizing the development of the company's corporate governance 
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through organizational excellence. 
Parallel to this trend of research, due to the growing attention paid to the corporate 
governance system of the companies and organizational excellence, numerous studies were 
carried out in recent years. Implications of research in these areas determined that, how well 
the companies are run, affects market confidence as well as their performance (OECD, 2002). 
If companies are well run, they will prosper. This in turn will enable them to attract the 
investors whose support can help to finance faster growth. However, in spite of more than 
forty years of research in the internationalisation studies, a comprehensive effort to trace the 
effect of corporate governance system on the internationalisation of the companies is still 
lacking. The present study is a strive to address this issue comprehensively. 
Due to the deficiency cited above, the integration of different theories and models is 
suggested to explain the internationalisation of the companies. But in order to use insights from 
different theoretical streams and integrate them, there is a need to Identify the basic 
assumptions and limitations they impose on each theory and model (Andersen, 1993, Zaltman, 
1982). This analysis provides the ground to develop the research problem and research 
questions that finally lead to the development and design of a conceptual model for 
understanding the process of internationalisation the companies as a result of the quality of 
their corporate governance systems. 
The Internationalisation theories and models, in spite of their differences, imply that 
Internationalisation is a complex social process that Is Influenced by various factors and 
relationships within and outside the company. This might result In numerous driving forces. 
Miesenbock (1988) maintains that simple listing of the influential factors in not likely to lead 
to any progress. Thus, this chapter aims at presenting a model that embraces the driving 
forces that lead Iranian companies towards internationalisation. 
Therefore, prior to the integration of different studies and modes of CG, 
internationalisation and organizational excellence the discussion of the research problems and 
the purpose of this research are presented. This is done with respect to the literature review 
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and the pilot study carried out. 
The aim of the discussion is dual: to lead the present discussion to the formulation of the 
research problems, and to determine a foundation for the conceptualization of the frame of 
reference. Thus, the discussion about the research problems and the frame of reference will 
be followed by a closer critical look at the relevant literature discussed in chapter2 through 
analysis of their findings and assumptions to incorporate the insights pertinent to this study. 
According to Marshall and Rossman (1999). this way of problem discussion leads us to the 
formation of research problems and research questions and consequently the development and 
conceptualization of a model that enables us to answer the research questions. 
00- 3.2 Conceptual model 
As discussed in the previous section, numerous researches have been carried out on the 
concept and application of CG, Internationalisation, and organizational excellence. Yet, these 
studies have scarcely considered the bi-directional effect of CG on the internationalisation. 
This could be because the field is still new Over the years scholars have tried to study not 
only the CG by itself, but also the effect of CG on other variables as well, such as society 
growth, social environment and responsibility, and so forth. Nevertheless, there has been no 
study to probe the effect of CG on the internationalisation, except Sanders and Carpenter" s 
(1998) and Sanders's (2004) study, which focused on the effect of internationalisation on 
CG. In fact, the starting point for Sanders and Carpenter (1998) is the fact that the more 
extensive a firm's degree of internationalisation, the greater the level of complexity confronting 
its top team. Specifically, the spatial complexity associated with the geographic dispersion of 
sales, assets, and personnel may make Information gathering and processing more difficult for 
board members. Their main hypothesis is that firms will adapt their governance structures to 
address the information processing and agency needs arising from their international 
strategies. Particularly, they identified characteristics of corporate governance that are likely 
to be associated with firm degree of Internationalisation and developed hypotheses about such 
associations. Hence, Sanders and Carpenter" study (1998), based on information-processing 
theory and agency theory. found that firm's structure Jn the US context. is influenced by the 
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firm's degree of internationalisation. Particularly, they found out that internationalisation 
affects CEO's compensation, top management team and board size, duality and board's 
structure. In this vein, Khoo. Ng. and Verhoeven (2002) extended Sanders and 
Carpenter(1998) study to the Australian context analyzing not only the effect of a firm's degree 
of internationalisation on the corporate governance mechanisms, but also the possibility that 
the robustness of the governance structure adopted could assist the firm in attaining a higher 
degree of Internationalisation. The result showed no significant bi-directional causality; 
however, test of unidirectional causality showed that Internationalisation has a significant 
effect on the proportion outside directors with international experience. 
This study and is an effort to study the effect of CG on the internationalisation. The 
components of CG, that is accountability, responsibility, farness, and transparency, together 
with the internationalisation 'components, namely structural, attitudinal and performance 
measures, are probed and respective hypotheses are developed in order to detect the impact 
of CG, if any, on the Internationalisation of the companies. There is an intermediate variable 
introduction as well The contribution of this research project in the enhancement of the body 
of knowledge would be to find a meaningful relationship between CG and internationalisation. 
The research model is three dimensional In such a way that it tries to detect the meaningful 
relationship between CG and internationalisation, through organizational excellence, as 
Intermediate variable. 
Bellow the conceptual model of the study is depicted as follows: 
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0 Figure 3.2.1. Conceptual Model of Research 
Quality of Corporate Governance system 
Sustainable Organizational Excellence 
Internationalisation of companies 
There were several factors leading the researcher to the selection of this area of research 
for further Investigation in Iran. Among them are drastic changes In the business 
environment, the significant role of the corporate governance system in the development of 
the private sector, integration into global economy as the best way to overcome poverty and 
Inequality In the developing countries (Raynard and Forastater, 2000), as well as lack of 
academic studies about the Internationallsation of companies because of the quality of 
corporate governance systems, incorporating organizational excellence. Further, the review of 
the previous studies in chapter I enabled the researcher to define the purpose of this study 
as "the effect of the quality of corporate governance on the Internationalisation of Iranian 
companies" . The researcher will try to clarify this through investigation of three issues: 
corporate governance, organizational excellence, and Internationalisation. The general 
explanation of the model has been already discussed. 
> 3.2.1 Intemationalisation 
With the globalization of economy, the companies of all sizes find themselves surrounded 
by international competitors. This is especially true for the member countries of the VV70. For 
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companies to thrive and prosper. it is mandatory to define their market in a global scope and 
try to find opportunities on a global scale since the companies without internationalisation may 
find themselves in hardship. Internationalisation means entering into international markets. 
Internationalisation (as a state variable) has three dimensions: 
1. Structural dimension: structural changes in organization during the Internationalisation 
process. 
2. Performance dimension: changes in the performance of organization during the 
internationalisation process. 
3. Attitudinal dimension: managers' attitudes towards the Interriationalisation process. 
To succeed in international activities, companies must achieve sustainable competitiveness 
(Kheani, and Stone, 1996). 
> 3.2.2 Competitiveness 
The potential of the company for internationalisation is a consequence of its 
competitiveness. Only competitive companies may successfully engage , in the 
internationalisation activities. Competitiveness of a company may be translated to Its quality 
product(s) which has (have) low cost. Competitiveness of a company may also be translated 
to its responsiveness to the customer's wants and needs and the company's flexibility to fulfill 
them. These four aspects of competitiveness could be considered as a consequence of 
achieving sustainable organizational excellence (Kheani,, and Stone, 1996). 
3.2.3 Excellence 
Excellence is defined as: "Outstanding practice In managing the organization and 
achieving results based on the fundamental concepts which will include: results orientation, 
customer focus, leadership and constancy of purpose, processes and facts, involvement of 
people, continuous Improvement and innovation, mutually beneficial partnerships, and public 
responsibility" (EFQM, 1999). 
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> 3.2.4 Business excellence models 
These are the best practice assessment frameworks that are used to examine the 
organizational effectiveness both in terms of enabling and business results criteria. They are 
often used by organizations to identify core wide organization processes, and as a vehicle for 
organization wide learning. Typically, they are based on a form and a set of criteria of the 
national quality award frameworks. The European Foundation for Quality Management uses 
a framework called the business excellence model, first established in 1992 (EFQM, 1999). 
> 3.2.5 Corporate Governance 
Corporate Governance (CG) is defined as the organization of the relationship between the 
owners and the managers in the control of a corporation. Good corporate governance should: 
reduce risk, stimulate performance, improve access to capital markets, enhance the 
marketability of goods and services, Improve leadership and demonstrate transparency and 
social accountability, all reflected In organizational excellence models. 
As mentioned, the governance system of a company sets the foundation of organizational 
excellence. All corporate governance systems revolve around four core principles: Fairness, 
Accountability, Responsibility and Transparency. The same principles can be used as 
cornerstones in a corporate governance scoring methodology for individual companies. The 
assumption here is that any company with these governance system characteristics would get 
higher scores of the organizational excellence, and, thus, be more enabled in going faster. 
deeper and establishing wider international markets. 
As the optimality of governance arrangement Is hard to be achieved, and that governance 
activity is rather to be understood as satisfying behaviour, thus there is a constant need in 
review and alignment of governance mechanisms adopted by the companies In different stages 
of their life cycle. An effective corporate governance system relies on a combination of internal 
and external controls. In a general categorization of governance mechanisms, it can be said 
that different mechanisms may be classified into the following groups: 
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9 Figure 3.2.2. General categorization of governance mechanisms 
Governance 
Mechanisms 
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Incentive II Legal 
mechanisms 
Direct Indirect 
mechanisms 
control control 
mechanisms mechanisms 
The following hypotheses are developed based on this conceptual model, which will be 
tested in the next chapters 
101- 3.3 Research Hypotheses 
This study poses a hypothetical nature; thus according to Creswell (1998), concepts, 
variables and hypothesis are chosen before the study. It is the most common way to draw 
conclusions when using the quantitative research method. The detailed discussion can be 
found in methodology section. 
> 3.3.1 Definitions 
Definitions of key terms of the study are presented as follows-, however, the detailed 
explanation of each can be found In the next chapter (4). 
Corporate Governanee(CG) 
CG is the organization of the relationship between the owners and the managers In the 
control of a corporation. Corporate Governance deals with the mechanisms by which the 
stakeholders of a corporation exercise control over corporate Insiders and management such 
that their interests are protected. 
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Quality of governance system 
Is defined as the transparency, fairness, accountability and responsibility of a company. 
Transparency 
Is defined as the release of all material, market- infl uenc ing information to the public at the 
same time. 
Accountability 
Means the liability of a board of directors to shareholders and stakeholders for corporate 
performance and actions of the corporation. 
Fairness 
Means ensuring protection of shareholder's rights and the enforceability of contracts 
Responsibility 
Means making sure that the companies comply with laws and regulations, especially so 
for investor protection. 
3.3.2 Major Hypotheses 
Considering the conceptual model (Figure 3.2.2. ), the major hypothesis are developed. First, 
it is assumed that the quality corporate governance and the internationalisation of the 
companies are correlated. Then, organizational excellence is considered to mediate the 
relationship. The respective hypotheses are as follows: 
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10 Table 3.3.1. Major hypotheses 
The quality of corporate governance is not positively and significantly 
LHO. 
correlated with the internationalisation of the companies. 
The quality of corporate governance is positively and significantly correlated 
2. HI. 
with the internationalisation of the companies. 
Organizational Excellence does not mediate the relationship between 
MO. 
internationalisation and corporate governance. 
Organizational Excellence mediates the relationship between 
4. HI. 
internationalisation and corporate governance. 
The detailed conceptual model of this study is presented in the following figure (Figure 
3.3.1), where the components of corporate governance (CG) and internationalisation (IN) are 
shown. As it was discussed in literature review, the quality of CG can be improved by 
enhancing the respective principles of CG, that is transparency, accountability, fairness, and 
transparency, so that quality CG pave the way for internationalisation of the companies - In 
was further added that international engagement has specific indicators: structural, 
performance, and attitudinal indicators by which the degree of entanglement of companies can 
be measured. Hence, the minor hypothesis of the research are developed . 
'0 Figure 3.3.1. Detailed conceptual model 
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3.3.3 Minor hypotheses 
Transparencv 
HU Transparency in a corporate governance system is not positively and significantly 
correlated with organizational excellence. 
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6. HI: Transparency in a corporate governance system is positively and significantly 
correlated with organizational excellence. - 
Accountability 
7. HO: Accountability in a corporate governance system is not positively and significantly 
correlated with organizational excellence. 
8. Hl: Accountability in a corporate governance system Is positively and significantly 
correlated with organizational excellence. 
Fairness 
9. HO: Fairness in a corporate governance system is positively and significantly correlated 
with organizational excellence. 
10, H 1: Fairness in a corporate governance system is positively and significantly correlated 
with organizational excellence. 
Responsibility 
11. HO: Responsibility In a corporate governance system Is not positively and significantly 
correlated with organizational excellence. 
12. HI: Responsibility in corporate governance is positively and significantly correlated 
with organizational excellence. 
Organizational Excellency 
13. HO: Organizational excellence is not positively and significantly correlated with the 
attitudinal measures of corporate internationalisation. 
14. HI: Organizational excellence is positively and significantly correlated with the 
attitudinal measures of corporate internationalisation. 
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15. HO: Organizational excellence is not positively and significantly correlated with the 
structural measures of corporate internationalisation. 
16. Hl: Organizational excellence is positively and significantly correlated with the 
structural measures of corporation internationalisation. 
17. HO: Organizational excellence is not positively and significantly correlated with the 
performance measures of corporation intemationalisation. 
18. HI: Organizational excellence Is positively and significantly correlated with the 
performance measures of corporation internationalisation. 
Corporate Govemance 
19. HO: CG is not positively and significantly correlated with the attitudinal measures in 
internationalisation. 
20. HI: CG is positively and significantly correlated with the attitudinal measures In 
internationalisation. 
1. HO: CG is not positively and significantly correlated with the structure measures in 
internationalisation. 
22. HI: CG is positively and significantly correlated with the structure measures In 
internationalisation. 
23. HO: CG is not positively and significantly correlated with the performance measures 
in internationalisation. 
24. HI: CG Is positively and significantly correlated with the performance measures in 
internationalisation. 
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As was extensively discussed in chapter two, especially In "the degree of 
internationalisation" section, attitudinal, structural and performance indicators can be 
improved to enhance the degree of internationalisation. It is assumed that having Improved 
the quality of CG organizational excellence companies can obtain competitive advantage to 
enter international markets. Thus based on the above-mentioned grounds, the hypotheses 
were formulated. 
00- 3.4 Measuring the variables 
In order to measure the dependent, independent and moderator variables there are a 
number of schemes that are reviewed in this section. I 
3.4.1 Rating Corporate Governance 
There are a number of scales developed for corporate governance rating. Some of the well 
known schemes are as follows: 
CLSA Rating 
In April 200 1, Credit Lyonnais Securities Asia (CLSA) released a large study of corporate 
governance entitled, "Saints & Sinners: Who's got religion, " which reviewed corporate 
governance at the company level in 25 emerging markets. A company's corporate governance 
score Is based on responses to a 57 yes/no questionnaire methodology for assigning a 
numerical score to the company's corporate governance. Of these 57 questions, 70% are based 
on objective facts while 30% require some Interpretation by the analyst but still must be 
resolved as a yes or no answer. In cases where information was not available or evidence was 
lacking, analysts, were Instructed to answer negatively. Since a lack of corporate governance 
information should be correlated with poor corporate governance, this practice should not 
lead to large errors. The CLSA questionnaire is divided into seven sections covering fiscal 
discipline, accounting transparency/disclosure, board independence, board accountability, 
responsibility, equitable treatment of shareholders, and social awareness, The score for each 
of the seven sections is simply the percentage of questions receiving a "yes" answer in that 
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section. 
Diminor Rating 
Deminor is an independent consulting company located in Brussels and Paris that provides 
research and proxy voting services to institutional investors. D6 minor uses 300 corporate 
governance indicators to rate companies on their governance practices in four areas: rights 
and duties of shareholders, absence of takeover defenses, disclosure, and board structure. The 
first area is rated on a scale of I to 4 while the second and third are on a scale of I to 5. 
Compared to CLSA, D6 minor relies less on the expertise of an analyst familiar with the 
company being rated and more on public and company sources. Since more public information 
Is available on companies in Europe than companies In the developing countries, having an 
expert on the company perform the ratings of the companies in the D6 minor sample is 
probably less important. 
Fortune Rating 
Fortune magazine has published an annual list of the most admired global companies 
since 1997. To construct this list, companies from the Global 500 list of the largest companies 
are separated by sector (industry). Sectors dominated by the companies from one country are 
removed. Every company is sent a survey asking it to rate all of the other companies In its 
sector on a scale of I to 10 on eight characteristics: quality of management quality of products 
and services, Innovativeness, long-term investment value, financial soundness, ability-to 
attract/develop/retail talent, community responsibility, and use of corporate assets. A 
company's "admired" score is simply the average of the scores over these eight 
characteristics (though Fortune reports only the average score and not its constituents). The 
most significant value of this data is that the index considers stakeholders other than 
shareholders. 
Standard & Poor's approaeb 
In this scheme scores from 10 (highest) to I Oowest) are awarded to the four individual 
components that contribute to the overall CGS. These are: 
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1. Ownership Structure 
2. Financial Stakeholder Relations 
3. Financial Transparency and Information Disclosure 
4. Board Structure & Process 
130 standardized prompts guide analysts through sets of Inteff elated observations. These 
prompts have been designed to reveal the quality of corporate governance arrangements and 
minimize jurisdictional influences to a possible extent . The Information received from the 
130 prompts Is measured by referring to Standard & Poor's proprietary scoring guidelines, 
thus ensuring a high degree of objectivity. 
The EFQM model 
The EFQM Excellence Model was Introduced at the beginning of 1992 as the framework 
for assessing the organizations for the European Quality Award. It is now the most Widely 
used organizational framework in Europe and it has become the basis for the majority of 
national and regional Quality Awards. The EFQM Excellence Model Is a non-prescriptive 
framework based on nine criteria. Five of these are "Enablers' and four are "Results". The 
"Enabler" criteria cover what an organization does. The "Results" criteria cover what an 
organization achieves. "Results" are caused by "Enablers" and "Enablers" are improved by using 
feedback from "Results"(EFQM, 2003). In this research, we have used a modified version of 
CLSA system. 
3.4.2 Measuring the organizational excellence 
In assessing the organizational excellence, there are two basic questions to be addressed: 
1. What should be assessed? 
2. How the assessment should be done? 
> 3.4.2.1 The Critcria 
In most organizational excellence models like EFQM there are a number of criteria for 
assessing the organizations. In EFQM model these criteria are: 
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'0 Figure 3.4.1. The EFQM Model. 
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Key 
performance 
results' 
How leaders develop and facilitate the achievement of the mission and vision, develop the 
values required for long-term success and implement these via appropriate actions and 
behaviors, and are personally involved in ensuring that the organization's management system 
is developed and Implemented. 
1.1 Leaders develop the mission, vision and values and are role models of a culture of 
Excellence; 
1.2 Leaders are personally Involved in ensuring that the organization's management 
system is developed, implemented and continuously improved; 
1.3 Leaders are involved with customers, partners and representatives of the society; 
1.4 Leaders motivate, support and recognize the organization's people. 
2. Policies and Strategy 
How the organization implements its mission and vision via a clear stakeholder focused 
strategy, supported by relevant policies, plans, objectives, targets and processes. 
118 CHAPTER 3. CONCEPTUAL MODEL 
Policy and Strategy are: 
2.1. based on the present and future needs and expectations of stakeholders. 
2.2. based on the information from performance measurement, research, learning and 
creativity -related activities. 
2.3. developed, reviewed and updated. 
2.4. deployed through a framework of key processes. 
2.5. communicated and implemented. 
People 
How the organization manages, develops and releases the knowledge and full potential 
of itg people at an individual, tearn- based and organization- wide level, and plans these 
activities In order to support its policy and strategy and the effective operation of its processes. 
3.1 People's resources are planned, managed and improved-, 
3.2 People's knowledge and competencies are identified, developed and sustained; 
3.3 People are involved and empowered; 
3.4 People and the organization have a dialogue; 
3.5 People are rewarded, recognized and cared for. 
4. Partnerships and Resources 
How the organization plans and manages its external partnerships and internal resources 
In order to support its policy and strategy and the effective operation of its processes. . 
4.1 External partnerships are managed; 
4.2 Finances are managed; 
4.3 Buildings, equipments and materials are managed; 
4.4 Technology is managed-, 
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4.5 Information and knowledge are managed. 
5. Proeesses 
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How the organization designs, manages and Improves its processes in order to support 
Its policy and strategy and fully satisfy and generate an increasing value for its customers and 
other stakeholders. 
5.1 Processes are systematically designed and managed, 
5.2 Processes are improved, as needed, using innovation in order to fully satisfy and 
generate an increasing value for the customers and other stakeholders; 
5.3 Products and Services are designed and developed based on the customer's needs and 
expectations; 
5.4 Products and Services are produced, delivered and serviced; 
5.5 Customers' relationships are managed and enhanced. 
6. Customer Results 
What the organization is achieving in relation to its foreign customers. 
6.1 Perception Measures: 
6.2 Performance Indicators. 
7. People Results 
What the organization is achieving in relation to Its people. 
7.1 Perception Measures-, 
7.2 Performance Indicators. 
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8. Soeiety Results 
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What the organization is achieving in relation to local, national and international society 
as appropriate. 
8.1 Perception Measures; 
8.2 Performance Indicators. 
Key Performance Results 
What the organization is achieving in relation to its planned performance. 
9.1 Key Performance Outcomes; 
9.2 Key Performance Indicators. 
3.4.2.2 Ihe assessment methodology 
The Assessors In EFQM model use the RADAR logic to allocate the points to each of the 
sub-criteria In the EFQM Excellence Model. RADAR consists of four elements: Results, 
Approach, Deployment, Assessment and Review and is based on the logic that an excellent 
organization will: 
& Determine the Results It intends to achieve as part of its policy and strategy making 
process. These results will reflect the present and future needs of stakeholders. 
b. Plan and develop an integrated set of sound Approaches to deliver the required results. 
c. Deploy the approaches In a sound way to ensure full implementation. 
Assess and Review the approaches and deployment by monitoring and analyzing the 
results achieved and ongoing learning activities. Finally identify, prioritize, plan and 
implement the Improvements where needed. 
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Assessors score each Results sub-criterion by consideration of the excellence and scope 
of the results presented. The excellence of the results takes account of: 
a. positive trends and/or sustained good performance 
comparisons with internal targets 
c. Comparisons with external organizations including, as appropriate, competitors, 
industry averages and 'best in class' organizations 
The extent to which the results presented are caused by the approaches and 
deployment described in the Enabler criteria. 
The scope of the results takes account of the extent to which: 
a. the results cover all relevant areas of the organization-, 
b. a full range of results, relevant to the sub-criterion, is presented; 
the relative Importance of the results is understood and presented. 
Taking account of all of the above factors, the Assessors use the RADAR scoring matrix 
to allocate a percentage score to the Excellence of results and scope and derive an overall 
percentage score to each of the Results sub-criteria. Assessors score each Enabler sub-criterion 
by consideration of Approach, Deployment and Assessment and Review. 
Approach takes account of: 
a. the soundness of the method or process described - the extent to which it has a 
clear rationale and focuses on the stakeholders' needs; 
b. The extent, to which the method or process described is integrated, supports policy 
and strategy, is linked to other approaches where appropriate, and is fully integrated 
into daily activities. 
Deployment takes account of: 
a. the extent to which the approach has been implemented across different areas and 
layers of the organization; 
The extent to which the deployment of the approach is systematic. 
122 
> 3.4.3 Internationalisation 
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In this study, the internationalisation of companies Is operationalized In the following 
way. 
As there are different forms of entry Into International markets, we can trace different 
changes. In international business studies these changes have been grouped into three 
categories (Table 3.4.1). 
0 Table 3.4.1 Groups of variables measuring company intcrnationalisation 
Dimensions Components Indicators 
Attitude towards speed 
Internationalisation Affitudinal Attitude towards scope 
Attitude towards extent 
Psychic distance spared 
Internationalisation Structural Foreign subsidiary establishment 
Foreign assets activation 
International turnover fulfillment 
Internationalisation Performance Sales objectives fulfillment 
International revenue objectives 
These three categories are further developed by arguing that any given indicator of 
internationalisation could be studied from three points of view, namely scope, speed and 
extent. Thus, in this operational model of research these three dimensions are considered for 
each Indicator of internationalisation. 
10* 3.5 Conclusion 
As it went before, the APO (2000) stressed the ever-increasing importance of economic 
development via the internationalisation of companies and the central role of CG In this respect. 
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However, the research in this regard lacks a comprehensive study to detect the effect of CG 
on the internationalisation of companies. This prompted the incentive for the present research. 
Some studies have investigated the relationship between CG and globalization and highlighted 
the actor- centered institutionalism and strong roles of each CG actor and competitiveness of 
a nation's companies (see for example Aguilera, 2004, and Ylp, 2004). Other researchers 
studied the relationship between internationalisation and its governance (Sanders and 
Carpenter, 1998, Baysinger and Moskisson, 1990, Kim and Mauborgne, 1996). The implication 
of these studies is that given the Increased complexity arising from the company's 
internationalisation, top teams are tasked with even greater information-processing 
requirements. which in turn can be facilitated by corporate governance arrangements. In 
addition, research findings show that the company's governance structure is influenced by its 
degree of internationalisation (Sanders and Carpenters, 1998). How, et al (2002) also suggest 
the possibility that robustness of the governance structures adopted could assist the company 
in attaining a higher degree of Internationalisation. 
Yet, none of these studies have focused on the quality of CG systems and of business 
excellence as a mediator on the internationalisation of companies. Hence, the present study 
is an effort to find out whether by enhancing the quality and robustness of the CG mechanisms 
with the help of enabler's offered by business excellence, it would be possible to boost the 
competitiveness of a nations' companies and pave the way for the Internationalisation of 
companies. Since, despite more than forty years of research in the Internationallsation studies 
on comprehensive effort to detect the effect of CG system on the Internationalisation of 
companies is still lacking. 
The conceptual model for this study was formed by considering the above points and the 
fact that the past studies scarcely considered the bi-directional effect of CG on 
internationalisation. 
The model of the present research, resulted from the integration of different theories and 
models. is three dimensional in such a way that it tries to detect the meaningful relationship 
between CG and Internationalisation, through OE as intermediate variable. It also considered 
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Sanders (2004) model which focused on the relationship between internationalisation and CG. 
Thus, the conceptual model was presented as: 
0 Figure 3.5.1. Conceptual model of the research 
Quality of Corporate Governance system 
Sustainable Organizational Excellence 
0 
Internationalisation o companies 
This was the result of drastic changes in the business environment, the significant role of 
the CG system in the development of the private sector, and integration Into global economy 
as a way to overcome poverty and Inequality in the developing countries (see Raynard and 
Forastater, 2000) in addition to scarcity of relevant studies In this field. 
CHAPTER 4 
RESEARCH 
METHODOLOGY 
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4.1 Introduction 
This chapter intends to describe the methods used to conduct the primary research for 
this dissertation. It includes a statement of the research problem, the research alms and 
objectives, a description of the research methods, an explanation of the instrument used for 
data collection, and a discussion of the considerations required to ensure the validity and 
reliability of the research. There also follows a discussion on the population and sample used 
for the research, and the representative nature of the sample. Finally, statistical tools to analyze 
the data collected will be explained. 
4.2 Research problem 
The previous studies, which examined the variations in internationalisation, have not 
addressed the role of corporate governance systems from the business excellence's point of 
view. This perspective provides the enabler through which the quality of CG may affect the 
internationalisation of Iranian companies. Aguilera (2004) has studied the globalization of 
corporate codes of governance. The implication of her study is that despite the difference 
between and among countries, codes tend to make similar recommendations regarding the 
behaviour of the board by tackling, primarily, the transparency and accountability of board 
practices( Aguilera, 2004). In another study, Aguilera and Yip (2004) have focused on actor- 
centered institutions to identify how corporate governance actors Influence globalization and 
argue for the strong roles for each corporate governance actor and competitiveness of a 
nation's companies. 
Other researchers have focused on internationallsation and corporate governance. Sanders 
and Carpenter 1998, following authors like Baysinger and Moskisson (1990) Kim and 
Mauborgne (1996). and Michel and Hambrick (1992) studied the relationship between 
company's internationalisation and its governance. They suggest that given the increased 
complexity arising from companies' internationalisation, top teams are tasked with even 
greater data-processing requirements, which In turn can be facilitated by corporate governance 
arrangements. Sanders and Carpenter's (1998) findings suggest that a corporation's 
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governance structure in the US context is influenced by the corporation's degree of 
internationalisation. Furthermore, other scholars who extended Sanders and Carpenter's study 
to the Australian context, analyzed not only the effect of a corporation's degree of 
internationalisation on the CG mechanisms, but also the possibility that the robustness of the 
governance structures adopted could assist the corporation In attaining a higher degree of 
internationalisation (How, et al., 2002). 
Nevertheless, none of these studies has focused on the quality of CG and of business 
excellence as a mediator on the internationalisation of companies. We suppose that by 
enhancing the quality and robustness of the CG mechanisms, as well as using enablers; offered 
by business excellence, it would be possible to boost the competitiveness of a nation's 
companies and pave the way for the Internationalisation of companies. The main question for 
this study is based, on these three dimensions of companiýs: corporate governance. 
organizational excellence, and internationalisation. Although the literature to some extent 
explains the relation of corporate governance and intemationalisation, no findings especially 
about these three dimensions of organization have been achieved. This research supposes that 
there may be a relation among the dimensions and tries to find a new construct in this field 
of study. 
Iran's state-owned economy heavily depends on oil revenues. The report published by 
Bank Markazi Iran (2005) reviewed the export and value - add share of the value added of 
revenues, both public and private sectors, in comparison to the high volume of oil and 
petrochemical export (raw and unprocessed material in companies and factories in Iran). The 
report reveals that there is no specialized industry in Iran, or competitive products, using oil 
related raw material, and production chain value In the industry (public or private). This 
appears to be the reason for the lack of growth in Iranian industry and companies in non-oil 
Industrial exports (Bank Markazi Iran, report, 2005). 
Over-reliance on oil and government's use of oil revenues have undermined the need for 
designing on economic program and full attention to production, companies' structures, and 
their ownership and governance: Management of companies by a governmental non-owner, 
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and stakeholder managers and the companies managers' function have intensified the agency 
problem for the companies. Moreover, the undue replacements of the managers of these 
companies can also be attributed to the lack of a structure to draw and follow strategies to 
curtail parallel moves and enhance the companies' growth. This is what the present study is 
focusing on, the possibility of Improving the quality of CG through organizational excellence 
leading to produce competitive products and enter international markets. Not surprisingly, 
the present structure of Iranian companies does not provide the suitable basis for their 
internationalisation (as discussed above, and further in chapter 5), and, therefore, the 
companies are handicapped in the internationalisation process. 
4.3 Research approach 
Induction, deduction and abduction are three different ways to draw conclusions. When 
induction is used, one starts with empirical facts and draws conclusions from those facts. 
Researcher cannot be definite about the outcomes because It is based on empirical facts. 
Induction is a method of creating knowledge whereby researchers conclude general theories 
from individual cases. This approach has no initial question and thus poses an explanatory 
nature (Cresswell, 1988). Deduction is a method of creating knowledge whereby researchers 
infer single cases from general theory (Arbnor et al, 1997). 
Concepts, variables and hypotheses are chosen before the study begins and remain fixed 
during the whole study (Creswell, 1998). In other words, this approach poses a hypothetical 
nature. This is the most common way to draw conclusions while using the quantitative research 
method. Abduction has been developed as a reaction caused by limitations In deduction and 
induction and is considered as an interaction between them. One way to use abduction Is to 
collect theoretical data and draw conclusions, and then we collect empirical data and draw 
conclusions. After that, we compile them and draw a conclusion (Arbnor et al, 1997). 
This research is concerned with the study of the relationship arnong corporate governance, 
organizational excellence and Internationalisation. Thus, the deductive approach is considered 
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as the most appropriate, testing the hypotheses that CG may affect internationalisation while 
OE mediating the relationship. 
Olo- 4.4 Research type 
Stempel, et al. (1981) categorizes research in three different types, namely pure, applied 
and developmental research. Basic or pure research is conducted primarily to test or arrive at 
a theory. Its main objective is to establish general principle without the deliberate practical 
application of the findings. It is in search of knowledge for the sake of knowledge. 
Applied research, on the other hand, refers to the application of theory to the'solution of 
problems. It is conducted for the purpose of applying, or testing a theory, and evaluating its 
usefulness. This research is an applied one. In other words, it is conducted to help managers 
and other stakeholders in Iranian companies to decide on the enablers of internationalisation. 
00- 4.5 Research method 
Ghauri & Kristianslund (1995) suggest that the main difference between qualitative and 
quantitative research is not to quality" but procedure: 
Qualitative research focuses on understanding a phenomenon from an informant's point 
of view, Data is typically collected from observation and measurement in a natural setting, and 
Is reliant on the informant's subjectivity in the Interpretation of the result. 
Qualitative research focuses on testing and verification of an already known phenomenon 
using factual and reasoned information. Data is collected through controlled measurement, and 
interpreted, taking an objective approach. Ghauri, Gronhaug & Kristiansludnd (1995) suggest: 
it Is generally accepted to use qualitative methods to build or develop hypotheses, and 
quantitative methods to test hypotheses. 
This research is concerned with testing hypotheses, and therefore, as discussed above, 
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quantitative methods are employed. 
According to Jankowics (1991) there are five methods of research, namely historical 
review, group discussion, case study, survey, and experiment ; each differing in their 
dependency on quantitative techniques. 
The structured survey is chosen for this research in line with Jankowicz's (19 9 1) model 
because it is largely a quantitative method, which allows a quick and practical form of data 
collection via the use of a questionnaire. 
> 4.5.1 Research Design 
"Inferential statistics, based on probability theory and logic. are used to make inferences 
about the characteristics of a population. This is done from the characteristics of a random 
sample which is drawn from the population" (Grimm, 1993). 
The research methodology for this dissertation, therefore, includes random sampling from 
a population. where each member of the population has an equal chance of inclusion in the 
sample. This will maximize the likelihood that the sample is representative of the population. 
A widely used method for making inferences about a population is hypothesizing, which 
involves the use of data from sample to establish credibility of a hypothesis about a population 
(Grimm, 1993). A number of hypotheses, therefore, will be developed around the research 
question for this dissertation. These will be presented In the form of a null- hypothesis and 
an alternative hypothesis, as suggested by Ghauri, Gronhaug, & Kristianslund (1995) who 
assert that either hypothesis testing should consist of the null hypothesis or the alternative 
hypothesis is true. There should be no other possibility. To test each hypothesis, data will be 
collected from the sample group using questionnaires, and tested using inferential statistics. 
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This study poses a hypothetical nature; thus according to Creswell (1998), concepts. 
variables and hypotheses are chosen before the study. It Is the most common way, to draw 
conclusions while using the quantitative research method. 
4.5.2.1 Definitions 
Definitions of key terms of the study are presented as follows: 
Corporate governanee (CG) 
Corporate governance is defined as the organization of the relationship between the 
owners and the managers in the control of a corporation. Corporate Governance deals with 
the mechanisms by which the stakeholders of a corporation exercise control over corporate 
insiders and management such that their interests are protected. 
QuaUty ofgovernanee system 
It is defined as the transparency, fairness, accountability and responsibility of the 
companies., 
Transpareney 
Transparency is defined as the disclosure of all material, market-influencing information 
to the public at the same time. 
AeeountabiUty 
Accountability is the liability of a board of directors to respond to the shareholders and 
stakeholders about the corporate performance and actions of the corporation. 
Fairness 
Means ensuring the protection of the shareholders' rights and the enforceability of the 
contracts 
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ResponsibiUty 
Means making sure that companies comply with laws and regulations, especially so for 
investor protection. 
Exeellenee 
It Is defined as achieving the results that delight all the organization's stakeholders. 
Excellent results with respect to Performance, Customers, People and Society are achieved 
through Leadership driving Policy and Strategy that is delivered through People, Partnerships 
and Resources and Processes. 
Internationalisation 
internationalisation generally means entering into International markets. 
Internationalisation (as a state variable) has three dimensions: 
1. Structural dimension or the structural changes in the organization during the 
internationalisation process. 
2. Performance dimension or the changes in performance of the organization during the 
intemationalisation process. 
3. Attitudinal dimension or the managers' attitudes towardssss the Internationallsation 
process. 
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As it was extensively discussed in chapter 3, considering the conceptual model of the 
study (Figure 3.2.2 and Figure 3.2.4) the hypotheses of the research were developed as follows: 
0 Table 4.5.1. Major Hypotheses 
The quality of corporate governance is notpositively and significantly correlated 
LHO. with the internationalisation of companies. 
The quality of corporate governance ispositively and significantly correlated 
2. H1. 
with the internationalisation of companies. 
Organizational Excellence does not mediate the relationship between 
MO. 
internationalisation and corporate governance. 
Organizational Excellence mediates the relationship between internationalisation 
4. H1. 
and corporate governance. 
I 
> 4.5.2.3 Minor hypotheses 
rransparency 
SM. Transparency In a corporate governance system is not positively and significantly 
correlated with organizational excellence. 
6. H1: Transparency In a corporate governance system is positively and significantly 
correlated with organizational excellence. 
Aeeountability 
7. HO- Accountability in a corporate governance system is not positively and significantly 
correlated with organizational excellence. 
8. H1: Accountability In a corporate governance system is positively and significantly 
correlated with organizational excellence. 
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Fairness 
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9RO: Fairness in a corporate governance system Is positively and significantly correlated 
with organizational excellence. 
10. H1: Fairness in a corporate governance system is positively and significantly correlated 
with organizational excellence. 
ResponsibiUty 
11. HO-. Responsibility in a corporate governance system is not positively and significantly 
correlated with organizational excellence. 
12. HI: Responsibility in a corporate governance system Is positively and significantly 
correlated with organizational excellence. 
Organizational Exeelleney 
13. HO: Organizational excellence is not positively and significantly correlated with the 
attitudinal measures of corporation internationalisation. 
14. Hl: Organizational excellence is positively and significantly correlated with the 
attitudinal measures of corporation internationalisation. 
15. HO: Organizational excellence is not positively and significantly correlated with the 
structural measures of corporation internationalisation. 
16. HI: Organizational excellence is positively and significantly correlated with the 
structural measures of corporation internationalisation. 
17. HO-. Organizational excellence is not positively and significantly correlated with the 
performance measures of corporation internationalisation. 
18. Hl: Organizational excellence is positively and significantly correlated with the 
performance measures of corporation internationalisation. 
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19. HO-. CG Is not positively and significantly correlated with the attitudinal measures in 
intemationalisation. 
20. HI: CG is positively and significantly correlated with the attitudinal measures in 
internationalisation. 
21. H&. CG is not positively and significantly correlated with the structural measures in 
internationalisation. 
22. Hl: CG is positively and significantly correlated with the structural measures in 
internationalisation. 
23. HO* CG is not positively and significantly correlated with the performance measures 
in internationalisation. 
24. Hl: CG is positively and significantly correlated with the performance measures in 
internationalisation. 
As it was extensively discussed in chapter two, especially in "the degree of 
internationalisation" section, attitudinal, structural and performance indicators can be 
improved to enhance the degree of Internationalisation. it is supposed that having improved 
the quality of CG and organizational excellence, the companies can obtain competitive 
advantage to enter the International markets. Thus, based on the mentioned grounds the above 
hypotheses are formed. 
4.6 Variables of the model 
In this research, four types of variables are recognized: independent, intervening, 
intermediating and dependent variables. Their definition and categories will be discussed as 
follows: 
00- 4.6.1 Indepcndcnt variabIcs 
As discussed earlier In literature review any CG system, as independent variables in this 
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study, revolves around four basic components, each of which has its own Indicators (CIPE, 
2002). Table 4.6.1 depicts the dimensions of CG, its components, together with respective 
indicators. The study assumes that the CG quality facilitates the internationalisation of Iranian 
companies. 
9 Table 4.6. I. Qualit)r of corporate governance as Independent variable 
Dimensions Components Indicators 
On-time, detailed and adequate 
reports including financial, stock 
Quality of Corporate Governance 
Transparency 
trade, the board meetings and 
management compensation reports 
Quality and adequacy of 
management monitoring, developed 
plan of guiding, adequate 
monitoring of organization, quality 
of management reports, the board Accountability 
members access to organizational 
Quality of Corporate Governance data, quality of the board meetings, 
quality of external audits, 
consistency of internal and external 
audits 
Employee's responsibility, 
management responsibility, the 
Quality of Corporate Governance 
Responsibility 
board members responsibility, 
stakeholders responsibility 
Consistency of stock trades, fair 
internal relations, fair board 
Quality of Corporate Governance 
Fairness relations, fair stockholder relations, 
engagement of stakeholders in 
decision-making 
-1 
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Regarding the dependent variables of the study, Table 4.6.2 shows the internationalisation, 
as a ependent variable, with its component, namely attitudinal, structural, and performance. 
(Permutter and Heenan, 1979; Sullivan, 1994, Baurle. 1996). The related indicators are also 
presented In the table; the indicators encompass the speed, scope and extent of 
Internationalisation. (Zahra et al, 2000b). The literature review contains full discussion of the 
issue. As noted before, Sander (2004) studied the effect of Internationalisation on the CG 
system of the companies. Ghanatabadi (2005) also cultivated the internationalisation of Iranian 
companies with the belief that it is an entrepreneurial action based on entrepreneurial 
discovery of international market opportunities. The contribution of this study, however, is to 
probe the effect of quality CG on Internationalisation through organizational excellence. 
Table 4.6.2: Internationalisation as Dependent variable 
Dimensions Components Indicators 
Attitude towards speed 
Attitude towards scope 
Internationalisation Attitudinal 
Attitude towards extent 
Psychic distance spend 
Foreign subsidiary establishment Intemationalisation Structural 
Foreign assets activation 
International turnover fulfillment 
Sales objectives fulfillment Internationalisation Performance 
I i international revenue objectives 
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> 4.6.3 Intermediating Variables 
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Referring to intermediating variables, that is Organizational Excellence their components 
are presented as strategy development and deployment, human resource development, systems 
and procedures, customer satisfaction, and the results. The EFQM excellence model (1992, 
1999) is a practical tool that can be used in a number of different ways: Self-assessment. 
benchmarking, improvement, common vocabulary &a way of thinking and as a structure for 
organization's management system. Theses are the best practice assessment frameworks that 
are used to examine organizational effectiveness both in terms of enabling and business results 
criteria. The related indicators are also shown in table 4.6.3. 
0 Table 4.6.3. Organizational excellence as Intermediating variable 
Row Dimensions Components Indicators 
Participatory Strategy 
development, Quality of Strategy Development 
1 Organizational Excellence Strategic plan, 
and Deployment of SDD Deployment of Strategy, 
Commitment of Strategy 
Quality of Human 
Resource Planning, 
2 Organizational Excellence 
Human Resource 
Quality of employee's Development HRD 
participation, Quality of 
employee's compensation 
Quality of systematic 
planning, quality of 
3 Organizational Excellence Systems and procedures organizational systems, 
quality of innovation 
system 
Quality of customer 
4 Organizational Excellence 
Customer satisfaction orientation, satisfaction of 
CSA customers, increase of 
customers 
Quality of customer 
5 Organizational Excellence Results orientation, satisfaction of 
customers, increase of 
customers 
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> 4.6.4 Intervening variables 
Apart from Independent, dependent, and intermediating variables, there are also 
intervening variables. Dimensions, components, and indicators of these variables are presented 
in table 4.6.4 Hamill (1997), and Laughoff (1994) considered the elements such as knowledge, 
personnel, skills as Important components, which are manifested through related indicators, 
0 Table 4.6.4. Intervening variables 
Row Dimensions Components Indicators 
1 Respondent individual Knowledge Education 
2 Respondent individual Personnel Age 
3 Respondent individual Personnel Sex 
4 Organizational position Position 
5 Organizational Work experience Work experience 
6 Organizational position Experience as shareholder 
7 Organizational position 
Experience as member of the 
board 
8 Organizational Position Total work experience 
9 Organizational Personnel 
Number of corporation 
employees 
10 Organizational Industry Type of industry 
11 Organizational Main shareholders Public, private, state 
00- 4.7 Analytical Model of Research 
4.7.1 Independent variables 
In literature review, it was discussed that transparency, accountability, responsibility and 
fairness are the cores of CG (CIPE, 2002). Furthermore, OECD (2004) further explored the 
above concepts, a summary of which Is presented here. 
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The CG framework should ensure that timely and accurate disclosure is made on all 
matters regarding the corporation. In addition, it should ensure the strategic guidance of the 
company, the effective management monitoring by the board and the board's accountability 
to the company and to the shareholders imposed by law or through mutual agreements. 
Finally. CG system should ensure the equitable treatment of all shareholders, including minority 
and foreign shareholders. Figure 4.7.1 summarizes the issue. 
Figurc 4.7.1. Quality of Corporatc Govemance as independent variabics 
Quality of Corporate Governance I 
CG 
I 
Transparency Accountability 
TCG 
II 
ACG 
On time Financial Reports 
Detailed Financial Reports 
Adequate Financial Reports 
On time Stock trade Reports 
Detailed Stock trade Reports 
Adequate Stock trade Reports 
On time Board meeting Reports 
Detailed Board meeting Reports 
Adequate Board meeting Reports ABR 9 
I On time Management compensation Reports OMR. 10 1 
1 Detailed Management compensation Reports DMR 11 1 
Responsibility Fairness 
RCG 
j 
FCG 
- 
OFR I 
DFR 2 
AFR 3 
OSR 4 
DSR 5 
ASR 6 
OBR 7 
DBR 8 
Adequate Management compensation Reports AMR 12 
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Figure 4.7.1. QualitY Of Corporate Governance as independent variables (continue) 
IQ lity of Corporate Governance ua 
CG 
I 
Transparency Accountability Responsibility Faimess 
TCG 
II 
ACG 
II 
RCG 
II 
FCG 
Quality of Management Monitoring QMM 11 
Adequate Management Monitoring AMM 14 
The Board Reports for Stockholders 
15 
BRS 
Developed Plan of Guiding DPG 16 
Adequate Monitoring of Organization AMO 17 
Quality of Management Report QMR 18 
The Board Member Access BMA 197 
Quality of the Board Meetings QBM 20 
Quality of External Audits QEA 21 
Consistency of External/ Internal Audits CEIA 22 
QuaHty of Corporate Governance 
CG 
Transparency Accountability 
TCG 
II 
ACG 
IL 
Work Force Responsibility WFR 23 
Management Responsibility MAR 24 
The Board Member Responsibility BMR. 25 
Stockholder Responsibility SHR 26 
ResponsibUlty Faimess 
RCG 
II 
FCG 
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0 Figure 4.7.1. Quality of Corporate Governance as independent variables (continue) 
Quality of Corporate Governance 
CG 
Transparency Accountability Responsibility Fairness 
TCG ACO 
I 
RCG 
I 
FCG 
Consistenc: of Stock Trades CST 27 y 
Fair Internal Relations FIR 28 
Fair Board Relations FBR 29 
Fair Stockholder Relations FSR 30 
Fair Engagement of all in decision FED 31 
4.7.2 Intermediate variables 
As mentioned earlier in literature review, excellence is defined as outstanding practice In 
managing the organization and achieving results based on the fundamental concepts which 
encompass SDD, HRD, SYP, CSA and OER (Peters & Waterman, 1982). Mackensy's 7s model 
also stresses the same concept. However, the most widely used model for excellence and Its 
measurement Is that of EFQM (1999). Later it will be explained that each of the above- 
mentioned components has its own indicators. Figure 4.7.2 summarizes this intermediating 
variable, its components & indicators. The study also takes advantage of EFQM excellence 
model 1999. 
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9 Figure 4.7.2. Organizational ]Excellence as Intermediating variables r 
Organizational Excellence I 
OE 
-1 
Strategy Development and Deployment SDD 
Human Resource Development HRD 
Systems and development SYP 
Customer Satisfaction CSA 
Results OER 
Organizational Excellence 
OE 
Strategy Development and Deployment SDD 
Human Resource Development HRD 
Systems and development SYP 
Customer Satisfaction CSA 
Results OER 
Participatory Strategy Development PSD I 
Quality of Strategic Plan QSP 2 
Deployment of Strategy DST 3 
Commitment to Strategy CST 4 
Quality of Human Resouxe planning QHR 5 
Quality of Employee's Pafticipation QEP 6 
Quality of Employee's Compensation QEC 7 
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Figure 4.7.2. Organizational Fxcellence as Intermediating variables (continue) 
onal Organhad 
OE 
Excellence 
Strategy Development and Deployment SDD 
Human Resource Development HRD 
Systems and development SYP 
Customer Satisfaction CSA 
Results OER 
Organizational Excellence 
OE 
Strategy Development and Deployment SDD 
r man Resource Development HRD 
Systems and development SYP 
Customer Satisfaction CSA 
Results OER 
Quality of Systematic Planning QSP 8 
Quality of Organizational Systems QOS 9 
Quality of innovation System QIS 10 
Quality of Customer Orientation QCO II 
Satisfaction of Customers CSA 12 
Increase of Customers INC 13 
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* Figure 4.7.2. Organizational Excellence as Intermediating variables (continue) 
Organizational Excellence 
OE 
Strategy Development and Deployment SDD 
Human Resource Development HRD 
Systems and development SYP 
Customer Satisfaction CSA FEmployee's Satisfaction ' EES 14 
Results OER FPublic Image EPI 15 
Performance Indicators IPI 16 
4.7.3 Dependent variables 
I 
Following a well established framework in international 
business literature (Perlmutter and 
Heenan, 1979; Sullivan, 1994, and Baurle. 1996) structural, performance, and attitudinal 
indicators are depicted in figure 4.7.3. 
As discussed in detail In literature review, structural indicators try to give a picture of the 
international entanglement of a corporation or company at a_ certain time. The respective 
elements are summarized in the table too. Performance Indicators measure the degree of the 
success or failure of corporation activities during a certain period. Attitudinal Indicators try to 
give a picture of how MNCs view foreign countries and treat their subsidiaries in foreign 
countries. An attitudinal indicator, which can be better measured statistically, was developed 
by Sullivan (1994). 
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9 Figure 4.7.3. Dependent variables 
Intemationalisation INT 
Attitudinal ATT 
Attitude Towards Speed ATSP I 
Structural STR 
Attitude Towards Scope ATSC 4 
Performance PER 
Internationalisation INT 
Aftitudinal AT17 
Structural STR 
Performance PER 
Internationalisation INT 
ATT ý--t= 
-_ 
Structural STR 
Perfonnance PER 
Attitude Towards Extent ATEX 7 
Psychic Distance Spend PDS 2 
Foreign Subsidiary Establishment FSE 5 
Foreign Assets Activation FAA 8 
International Turnover Fulfillment ITF 3 
Sales objectives fulfillment ISOF 6 
International Revenue objectives IRO 9 
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00- 4.8 Questionnaire Design a-- 
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Questionnaires are a valid and popular method for collecting data in business studies. 
(Ghauri, Gronhaug, Kristianslund, 1995) the questionnaire used In this research is constructed 
in such a way to reduce the possibilities of misinterpretation and errors. In addition, each 
questionnaire is completed through structured interview so that the objective and model of 
questionnaire are explained for the respondents. The questionnaire comprises of four main 
parts: 
Part 1: Is concerned with collecting information relating to individual and organizational 
characteristics of respondent and a few organizational variables such as, age, sex, number of 
employees, etc. 
Part 2: Is concerned with identifying the corporate governance of the company where 
respondent Is working. 
Part 3: Is concerned with measuring organizational excellence. 
Part 4: Is concerned with measuring the degree of internationalisation of 
the company. 
The detailed discussion of dimensions, components & indices 
(questions) are explained In 
the following sections. 
OP-4.9 Scale of the variables 
There are three types of measurement based on literature review: Nominal, Ordinal and 
Ratio scale. In this research ordinal and ratio scale are used to measure Individual and 
organizational independent, and Intervening variables. For independent variables, ordinal scale 
is used. A five level scale (strongly agree to strongly disagree) is used. For better conclusion 
and possibility of using different inferential statistical methods, all variables (where applicable) 
are normalized as follows: 
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Normalized value of Xi = (Xi-Xmin)/ (Xmax-Xmin) 
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Further, the equivalent values for linguistic terms (strongly agree to strongly disagree) are 
extracted . These values are used in computation of mean, volume and so forth. On the other 
hand, parametric methods such as comparing means and Pearson Correlations are employed. 
In order to prevent the possible errors in this study, the following steps were taken: 
1. The study used (five - level scale) quantitative equivalent instead of ranking value 
of a function. However, this limits to values that are more acceptable. 
2. Instead of computing mean and volume from the responses to several variables, 
factorial analysis was used. Thus, based on variations in responses, one variable can be use 
to define multiple variables. 
3. Where possible, non-parametric methods were employed to compute statistical Index. 
Both parametric and non-parametric methods were employed to consider possible differences, 
as in computing correlation. The following table (table 4.9.1) shows normalized values 
* Table 4.9.1. Normalized values for linguistic terms and its normalized equivalents 
Ordinal scale Strongly Strongly 
Agree No Idea Disagree 
value agree disagree 
Normalized 1 0.79 0.5 0.20 0 
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4.107he population and sample 
> 4.10.1 The population 
The population In this research comprises of large & active companies in Iran. Primary 
investigation indicates that Iran Statistical Center (2003) defines large companies as those 
with more than 500 employees. They are about 360 companies. Yet, the majority of these 
companies do not have significant Internationa 
'I 
activities (not even at export level), and thus, 
they are not considered to have basic export criteria, international offices, and investment at 
International level. On the other hand, the data needed for this study to review the companies 
is scant. Further investigation revealed that the list of 100 companies identified as best 
performing is published annually by Iran Industry Ministry (IM I 00). The criteria for choosing 
Top 100 companies are in accordance with the acceptable criterion of this research. 
In order to carry out secondary study and use primary criterion such as export, to some 
extent, these corporations were selected as population of the present study. As the type of 
industry is one of the main and controllable variables. the situation of the mentioned 
companies, based on the type of industry criteria is presented In table 
4.10.1. 
CHAPTER 4. RESEARCH METHODOLOGY 
Table 4.10.1. Top 100 Iranian companies based on the type of industry 
Name 
No. of 
companies 
Food & Beverage 8 
Health, products & pharmaceuticals 2 
Appliances & Electronic products 4 
Automotive & Auto parts 16 
Chemicals 4 
Cellulose products I 
Petrochemicals 8 
Machinery & Banking 13 
Investment & Banking 22 
Non-Ferrous Mineral products 5 
Other ( Transportation/Basic metal/insurance) 
17 
r- 
Total 1 100 
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Other characteristics of the Top 100 companies, as the research population, will appear 
in the next chapter. Top managers, the board members, middle level managers, staff, 
customers, consumers and others comprise the stakeholders of the Top 100 companies. 
However, the primary investigation and the researcher's experience revealed that it is not 
suitable to rely on customers, employees, and consumers' responses. This is due to the time, 
expenses, and lack of expert knowledge on the side of customers and consumers to complete 
the questionnaire. According to Bransford (2006) experts are the people who think 
effectively about the problems in specific areas. Experts have acquired extensive knowledge 
that affects what they notice and how they organize, represent, and Interpret information in 
their environment. 
Based on the information and the above-mentioned investigations, the population in this 
study encompasses top and middle level managers together with the board members. 
According to Iran Trade Laws, the mentioned companies have at least 3 board members, and 
a managing director. The maximum figures would be 9 board members and one managing 
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director and middle level manager. On average. 7 members for each corporation comprise the 
population in this study. The frequency distribution of the mentioned respondents among 100 
high- performance companies appears In the following table (4.10.2), based on the number 
of companies and the type of industry: 
* Table 4.10.2. The population of the research encompassing respondents based on the type of 
industry 
Population 
Row Industry type No. of 
corporations 
No. of 
respondent 
1 Food & Beverage 8 56 
2 Health, products & pharmaceuticals 2 14 
3 Appliances & Electronic products 4 28 
4 Automotive & Auto parts 16 112 
5 Chemicals 4 28 
6 Cellulose products 1 7 
7 Petrochemicals 8 56 
8 Machinery & Banking 13 91 
9 Investment & Banking 22 15 
10 Non-Ferrous Mineral products 5 35 
11 
Other ( Transportation/Basic metal/ 
insurance) 
17 119 
Total 100 700 
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4.10.2 Ihe sample size 
According to Gill & Johnson (1991), a sample size of one hundred or over is likely to 
obtain a response that can be tested statistically, although Sekaran (199 2) suggests that around 
three hundred and eighty-four is an appropriate sample size for a population of 87.000. Due 
to the relatively short time and resources available for this research, it is important to minimize 
the sample size as much as possible, while still providing a suitable level of precision. 
A pilot study was used to estimate the sample size. Based on central limit thorium a 
sample of 40(above 30) managers and board members were asked to complete the 
questionnaire. 36 completed questionnaires were collected and analyzed. Among variables, 
the total years of experience (working) with company was considered as an important variable 
to estimate the sample size. The mean and standard deviation of the mentioned variable were 
calculated from the sample and the results are as follows: 
Variable: time being stakeholder 
Mean: 22.3 years 
Standard deviation: 6.7 years 
For the estimation of sample size, the following formula was used: 
N> 
Z26tl/2 82 
d2 
Alfa is the significant level, which is considered . 05, and therefore the confidence 
level 
would be 95 percent. Z Is the value of z in normal curve that the area under It will be one 
minus 0.025 that is 0.975. Sigma Is the standard deviation of the variable. Because there was 
no information about the population, the standard deviation of sample was used. D is the 
deviation acceptable from the mean of variable and based on the previous experience was 
considered 0.95. 
Thus, the sample could be estimated as: 
1.962 x 6.7 2 
N 0.95 2 ý: 191 
To increase the certainty of the results, the sample size is considered to be 208. 
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N. 10.3 Sampling method 
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There are different methods to collect the sample. Among random sampling methods such 
as simple. systematic, cluster and stratified methods. the latter. Le. Random stratified methods. 
fits the purpose of this study. The reason lies in the fact that some of the independent variables 
for controlling sample distribution are Important. The most important of these. is the type of 
the industry. Stratified random sampling method for sample distribution among different 
Industries appears to be possible. Afterwards. the number of samples will be distributed among 
respondents randomly. 
The following table depicts respondents' distribution in the population. based on 7 
numbers for each corporation, and the number of sample in each category (type of industry). 
Thus, it provides the size of the sample in the category. and the obtained sample from 
calculation, Le. 208 (rable 4.10.3). 
0 Table 4.10.3. Type of Industry 
Population Sample 
Row Industry type No. of No. of No. of 
No. of 
corporations respondent corporations respondent 
I Food & Beverage 8 56 
8 17 
Health, p oducts & 2 14 2 4 2 
pharmaceuticals 
Appliances & Electronic 4 28 4 8 3 
products 
4 Automotive & Auto parts 16 112 16 33 
5 Chemicals 4 28 4 8 
6 Cellulose products 1 7 1 2 
7 Petrochemicals 8 56 8 17 
8 Machinery & equipment 13 91 13 27 
9 Investment & Banking 22 154 22 46 
Non-Ferrous Mineral 
10 
products 
' 
5 
- 
35 5 10 
Other ( Transportation/Basic 
11 
metall insurance) 
17 119 17 35 
Total 
I 
1 700 100 208 
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Accordingly. the obtained sample Includes about 30% of the population size, which, due 
to time and expenses, Is considered an appropriate sample. The sample Includes all 100 high 
performance companies. However, the respondents from each corporation will be chosen 
randomly and structured interview through questionnaires will be followed. The sample 
method, which comprises of 208 questionnaires, will be distributed randomly among the 
population considering the mentioned percents. 
001- 4.11 Data Gathering 
4.11.1 Data Gathering tool 
In this research, a questionnaire is used as the data-gathering tool. Several sources were 
used to develop the questionnaire. The main source was the literature on corporate governance 
(CLSA scaling questionnaire) for quality of CG and the EFQM assessment questionnaire for 
performance excellence as well as Peters and Waterman's study (1982) and Sullivan's (1994) 
intemationalisation research literature. 
Based on the above-mentioned sources. a questionnaire was developed. This questionnaire 
is built around 56 questions organized In 3 sections. Further, there are two sections related 
to personal questions A copy of this questionnaire is In the appendix. I 
> 4.11.2 Validity of research tool 
The validity of a test concerns what the test measures and how well it does so. It also 
indicates what conclusions can be drawn from the results. Validity must be established with 
reference to the particular use for which the test Is being considered. Construct-related validity 
of a test concerns the extent to which a test can be considered measuring a theoretical 
Construct or trait Any data supporting or rejecting the posed hypothesis represent appropriate 
evidence for validation. 
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Validation of the research constructs was not necessary for this study as the validity of 
the constructs Is based on the EFQM and CLSA schemes. Only the Persian copy of the 
questionnaire was tested for internal validity to be sure that translation of concepts In Persian 
language Is meaningful. To do such a test a Persian copy of the questionnaire was distributed 
among 36 individuals who are expert and professors of Iranian colleges. In addition. the 
purpose, method and conceptual model of the research were attached to the questionnaire. 
They were asked for the consistency and validity of research as a whole and data gathering 
tool. They mentioned the problems related to the questions and the structure of research. This 
was the base for the validity of tool. 
4.11.3 Reliability of research tool 
Reliability concerns the consistency of the scores obtained by the same persons when 
reexamined with the same test on different occasions. By reexamination, the test reveals the 
error of measurement of a single score. The broad sense of test reliability indicated the extent 
to which individual differences In test scores are attributable to true 
differences in the 
characteristics under consideration or to chance error, e. g. estimating the error variance. 
Generally, the difficulty Is to decide whether differences are of Interest for supporting the 
chosen hypothesis or is to be considered a chance error. 
If the latter is the case, the test 
conductors should try to reduce the error variance by reducing differences In testing 
environment, instructions. time limits and other similar factors. There are two commonly used 
ways to estimate reliability. test retest and split WE 
Test-Retest Is one of the methods to estimate reliability. Simply put, the idea behind 
test/retest is that one should get the same score on test I as he does on test 2. 
The three main components to this method are as foUows: 
1) Implementing measurement instrument at two separate times for each subject. 
2) Computing the correlation between the two separate measurements; and 
3) Assuming there is no change in the underlying condition or trait one is trying to measure 
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between test I and test 2. (www. Statistical-book. com) ý 
Split half is another method to estimate reliability. The main difference with test retest is 
in the way of distribution of the questionnaire. The questionnaire is distributed once and then 
divided Into two parts randomly. It Is assumed that the two parts are the answer of the same 
respondent at two different times. In this research, a split half method was used to decide on 
the reliability of research tool. A copy of the questionnaire was randomly distributed among 
respondents, and the relevant statistical analysis was conducted on them. Results of the 
analysis for the 3 main variables of the research were as follows (rable 4.11.1): 
* Table 4.11.1. Reliability cocfficients 
N. of Cases =36 N. of Items=56 
Correlation between forms= 0.6551 Equal-length spearman-Brown = 0.7916 
Guttmann split -half = 0.7823 Unequal-length Spearman-Brown = 0.7916 
28 Items in part 1 28 Items in part 2 
17 Alpha for part I=0.9223 Alpha for part 2=0.9440 
The correlation coefficient is more than 0.5 and alpha for parts I and 2 is near I then It 
can be said that the tool is very suitable and reliable. . (www. Statistical-book. com) 
In this research the above mentioned methods were used to review reliability. Based on 
pilot study. all the questions were analyzed, using split half method. The results are shown in 
table 4.11.2. Based on these results It can be said that data gathering tool had a high reliability. 
Their maximum alpha coefficient was 1, which was more that 0.9 in both halves, denoting 
acceptable reliability for data gathering. 
In the next step. in order to review the reliability of the questionnaire, the alpha method was 
used for each set of the questions of every component. The results are shown in appendix A. 
These results show that in most cases the questionnaire enjoyed high reliability. 
Based on above findings It can be said that the data gathering tool used in this research has 
acceptable reliability. 
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Table 4.11.2. Reliability statistics 
Row Dimension Component Cronbach S. D Alpha No. of 
Alvha coronbach items 
I Intemationalisation ATTI . 905 . 909 3 2 Internationalisation ST. . 938 . 939 3 3 Internationalisation Performance . 907 . 907 3 
4 Corporate Trans. 905 923 12 Governance . . 
5 Corporate Acc. 737 757 10 Governance . . 
11 Corporate Res 638 . 625 4 Governance . . 
12 Corporate Fairness . 758 . 773 5 Governance 
13 Organizational SDD . 806 . 817 4 Excellence 
14 Organizational HRD . 816 . 817 
3 
Excellence 
- 
15 Organizational SYP . 740 . 
737 3 
Excellence 
16 Organizational CSA . 801 . 
793 3 
Excellence - 
17 Organizational OER . 765 . 
764 3 
Excellence 
18 Internationalisation , ST., Perf ATT . 
925 . 925 
3 
Corporate Trans., Au, Ros, 617 . 624 
4 
19 Governance Fa . 
Organizational SPD, HRD, 896 897 
I 
20 
L 
Excellence I 
_SYP, 
CSA, OER . 
Oo, 4.12 Statistical Method 
In this research descriptive and statistical analysis has been used. Each of the obtained 
results aim at specific objectives, which will be explained as follows: 
> 4.12.1 Descriptive Methods 
The measured variables are described with due attention to their scales, and with the aim 
of Identifying their distribution type and the suitability of statistical sample with population. 
Descriptions are based on application and objectives mentioned above, and are in a framework 
of frequency distribution, statistical indices and diagrams. These descriptive tools were used 
,f 
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considering the scale of the variable. However, where the stratified scales have been quantified, 
using normalization, and statistical indices such as mean, and standard deviation were used. 
4.12.2 Inferential statistic methods 
Different inferential statistic methods have been used to analyze the data obtained from 
the questionnaires. Bellow the methods and their applications are explained. Also, attached the 
description of statistical methods can be found in appendix B. 
4.12.2.1 Factor analysis 
In field research model, Indices have been presented to measure components and 
dimensions. These indices are measured, using stratified scales. Then they have been converted 
to quantitative numbers with the use of normalization method . 
However, to measure components and dimensions, the size of indices has been used. 
Factor analyzer was used to reduce variables with the aim of obtaining indices from 
components and then from components to dimension. 
> 4.12.2.2 Conclation 
Correlation test was used to test the research hypothesis. In fact, correlation has been the 
main tool for studying the relationship among variables. As the research aim to study the 
relationship between the main variables (dimension and components), the results obtained 
from factor analyzer are used to reduce indices to one variable. In fact, the factor analyzing 
final output would be the variables explaining dimensions and components whose relationship 
will be reviewed in this section. 
The variables have been measured using stratified scale and methods to quantity them. 
Yet, in order for the results to be more reliable, two correlation methods, Pearson and 
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Spearman, were used. Pearson correlation is used for data with relative scale and where the 
relationship between two variables is linear. Spearman correlation is used for data with 
stratified scale, and for investigating non-linear relationship of two variables. 
To study the third variables as mediating between dependent and independent variables, 
partial correlation has been used. This method is used to test the mediating variable. 
4.12.2.3 Analysis of variance (One way) 
In further investigation of data, some questions were raised to determine whether 
intervening independent variables (such as age, education, and position) have had any effect 
on respondents' responses. Thus, one way analysis of variance was used to determine whether 
respondents with different Individual or organizational characteristics have had different points 
of views or not. 
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In this section the research findings are presented in two parts. First the results obtained 
from the statistical analysis are explained and discussed together with the respective charts, 
figures, and graphs. 
In the second part, Iran's economic findings at macro level are presented as research 
area. This part, In particular, focuses on the economic details of Iran which are obtained from 
official economic sources. Then considering literature review, the research area, and research 
questions the findings are scrutinized. The respective statistics clearly shows the economic 
conditions of the country, and the reason to undertake the present study and its probable 
outcome for the economy of Iran. 
00- 5.1 Description of the variables 
In this part of the research, the description of the independent the variables including 
personal and organizational characteristics Is presented. The main objective is to give a general 
description of required and measured characteristics, with reference to statistical Indices. 
Statistical descriptions of indices can both present characteristics of the sample and the 
suitability of the population, such as type of Industry. Frequency distribution Tables, 
histograms (depending on the kind of the variable), and statistical indices (such as mean, 
medium, etc. if possible or meaningful) together with their general description are given below. 
Hi 
1, ý, iq 
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1. Gender 
The respondents in the population were all male, and in the results obtained, sex as 
independent the variable, had no role. This result applies to the whole the population. 
o Table 5.1.1. Gender 
Cumulative 
Frequency Percent Valid Percent 
Percent 
Vaý; 
Tmale 
208 100.0 100.0 100.0 
9 Figure 5.1.1. Gender 
Mean by indepeclant variable 
SEK 
---------------------------------------------------- 
2E 
2( 
cr 
U- 
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2. Age: 
The findings show that the average age of respondents in the population was 45.04 years. 
Distribution indices show that skewness was normal and kuartosis was different from normal 
standard. Thus, it can be claimed that the distribution was nearly normal. 
* Table 5.1.2. Age(years) 
Valid 208 
Missing 0 
Mean 45.04 
Median 44.50 
Mode 42 
Std. Deviation 6.799 
Skewness 
. 002 
Std. Error of Skewness . 169 
Kurtosis -. 794 
Std. Error of Kurtosis . 336 
Frequency Percent 
Cumulative 
Valid Percent 
Percent 
30-35 16 7.7 7.7 7.7 
36-40 48 23.1 23.1 30.8 
41-45 48 23.1 23.1 53.8 
Valid 46-50 48 23.1 23.1 76.9 
51-55 36 17.3 17.3 94.2 
56-60 12 5.8 5.8 100.0 
Total 208 100.0 100.0 
o Figure 5.1.2. Age (years) 
Histogram 
U 
mea.. 4504 
s1,1 
, 
D- - 43,799 
N- 208 
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3. Education: 
The results show that about 40% of the respondents had M. S. or MBA degrees, and 23% 
had PhD. 
Table 5.1.3. Education 
Frequency Percent Valid Percent 
Cumulative 
Percent 
4 years of university degree 72 34.6 34.6 34.6 
M. E. or MBA 88 42.3 42.3 76.9 1 
PhD & M. D 48 23.1 1 uu. u 
Total 208 100.0 100.0 
* Figure 5.1-3. Education 
education 
50 
40 
30 
a- 
20 
10 
0 
ye- ut university M-Se Or MBA Phý[) & M. D deqree 
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4. Position: 
A review of the respondent's job position show that about 40% of the population were 
managing directors, 25% chairman or member of the board, and the rest were executive 
managers. 
* Table 5.1.4. Respondent position in the company 
Cumulative 
Frequency Percent Valid Percent 
Percent 
Managing Director 84 40.4 40.4 40.4 
Chief and (or)member of 
board of director , factory 52 25.0 25.0 65.4 
Valid manager 
Assistant Director, Other 
72 34.6 34.6 100.0 
Managers, etc 
Total 208 100.0 100.0 
Figure 5.1.4. Respondent position in the company 
Mean by indepedant variable 
LL 
11 
4 
respondant poialtion In the cxx. pany 
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5. Work experience: 
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The study of work experience as manager in the population shows that the mean for this 
the variable was 17.76 years. Distribution indices including quantity and skewness show that 
the distribution of this the variable was approximately normal. 
9 Table 5.1.5. Years of working as a manager 
N 
Valid 208 
Missing 0 
Mean 17.76 
Median 18.00 
Mode 25 
Std. Deviation 7.202 
Skewness -. 328 
Std. Error of Skewness . 169 
Kurtosis 
Std. Error of Kurtosis 
778ý 
. 336 
9 FiRure 5.1-5. Years of working as a manager 
U 
C 
w 
E 
U- 
Table 5.1.5. Years of working as a manager (continue) 
S 
Mean = 17.76 
td. Dev. = 7.202 
N= 208 
Frequency Percent Valid Percent 
- 
Cumulative 
Percent 
2-11 56 27 7 2 27 
12-21 76 36.5 
- 
36.5 83.5 
22-31 76 36.5 -36.5 100 - 
Total 208 100.0 100.0 
0 10 20 30 40 
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6. Experience as shareholder: 
The variable work experience as shareholder in the population was reviewed. The 
description shows that the average work experience was 1.81 years, and regarding distribution 
indices of quantity and skewness, it can be said that the distribution of this the variable is very 
different from normal distribution. 
* 5.1.6. Years of working as a shareholder 
IN 
Valid 195 
Missing 13 
Mean 1.81 
Median . 00 
Mode 0 
Std. Deviation 4.224 
Skewness 2.205 
Std. Error of Skewness . 174 
Kurtosis 3.300 
Std. Error of Kurtosis . 346 
* Figure 5.1.6. Years of working as a shareholder 
> 
U 
0 
2! 
LIL 
Mean = 1,81 
Std. Dev. = 4.224 
N= 195 
9 5.1.6. Years of working as a shareholder (continue) 
Cumulative 
Frequency Percent Valid Percent 
Percent 
5 or Less than 
184 88.5 88.5 88.5 
5 years 
-- -- Valid WO rethan 5 
24 11.5 11.5 100.0 
years 
Total 208 100.0 100.0 
05 10 15 
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7. Experience as member of the board. 
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The analysis shows that the variable "experience as member of the board" had an average 
of 8.9 years. The quantity and skewness distribution indices show that the distribution of this 
the variable is different from normal distribution. 
9 5.1.7. Years of working as a member of board of director 
N 
Valid 208 
Missing 0 
Mean 8.90 
Median 7.00 
Mode 2(a) 
Std. Deviation 6.898 
Skewness . 773 
Std. Error of Skewness . 169 
Kurtosis -. 492 
Std. Error of Kurtosis - 
336 
a Multiple modes exist. The smallest value is shown 
Frequency Percent Valid Percent 
Cumulative 
Percent 
1-5 80 38.5 42.6 42.6 
6-10 56 26.9 29.8 72.3 
Valid 11-15 32 15.4 17.0 
89.4 
16-25 20 10.6 100.0 
Total 1-88 90.4 100.0 
Missing -§-y-s--tem 20 9.6 
Total 1! 113 00.0 00.0 
e Figure 5.1.7. Years of working as member of directors 
41 
3 
C 
0, 
Cr 2 
2! 
LL- 
SMtedanDe-ýS -9 6.898 
N- 208 
10 15 20 25 
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8. Total work experience: 
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Total work experience of the respondents in the population was an average of 22.29 
years. The quantity and skewness indices show that the distribution of this the variable is 
similar to normal distribution. 
e Table 5.1.8. Total years of Working 
N 
Valid 208 I 
Missing 0 
Mean 22.29 
Median 23.50 
Mode 27 
Std. Deviation 6.74 
Skewness -. 604 
Std. Error of Skewness . 169 
Kurtosis -. 324 
Std. Error of Kurtosis . 336 
* Figure 5.1.8. Total years of Working 
4C 
3C 
w 
2( 
1 
Mean - 22,29 
Std, Dev. -6 743 
N- 206 
0 5.1.8. Total years of Working (continue) 
Frequency Percent Valid Percent 
Cumulative 
Percent 
7-10 44 21.2 21.2 21.2 
11-15 20 9.6 9.6 30.8 
Valid 
16-20 28 13.5 13.5 44.2 
21-25 64 30.8 30.8 75.0 
26-35 52 25.0 25.0 100.0 
-Total 208 100.0 100.0 
I,, I" 20 
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9. Number of employees: 
The number of employees in the company where the respondents worked was studied. 
On average, there were about 690 employees working in respondents' working place. The 
distribution indices of quantity and quality show that the distribution of this variable is very 
different from normal distribution. 
* 5.1.9. Number of employees 
N 
Valid 204 
Missing 4 
Mean 690.2549 
Median 450.0000 
Mode 103.00(a) 
Std. Deviation 714.25317 
Skewness 1.048 
Std. Error of Skewness . 
170 
Kurtosis . 404 
Std. Error of Kurtosis 
rhnwn 
. 339 
d FVIUILIPIV 11-- --' - '-- --- 
* Figure 5.1.9. Number of employees 
1 
0 
U- 
M-%. - 690.2649 
St! 
'204 ,- 714.2631 N 
* 5.1.9. Number of employees (continue) 
Frequency Percent Valid Percent 
Cumulative 
Percent 
5-500 112 53.8 54.9 54.9 
501-1000 28 13.5 13.7 68.6 
Valid 
1001-1500 32 15.4 15-3 84.3 
1501-2000 28 13.5 13.7 98.0 
2001 & higher 4 1.9 2.0 100.0 
Total 204 98.1 100.0 
Missing System 4 1.9 
Total 208 100.0 
0.500.00 1000,00 160000 200O. W 2buu uu 3uou 00 
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10. Type of industry: 
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The variable "type of industry" was studied based on the standard classifications used 
by Iran Industrial Management Organization. The distribution of this the variable in the sample 
indicates that the results of this the variable were obtained based on the sample under 
question. 
9 Table 5.1.10. Industry type 
Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Manufacturing of Food & Beverage Products 20 9.6 9.6 9.6 
Manufacturing of Health and Pharmaceutics Products 12 5.8 5.8 15.4 
Manufacturing of appliances and electronic products 12 5.8 5.8 21.2 
Manufacturing of Automotive and Auto parts 36 17.3 17.3 38.5 
Manufacturing of chemical products 12 5.8 5.8 44.2 
Manufacturing of cellulose Products 4 1.9 1.9 46.2 
Manufacturing of petrochemical products 12 5.8 5.8 51.9 
Manufacturing of machinery and equipment 20 9.6 9.6 61.5 
Investment and banking 40 19.2 19.2 80.8 
Manufacturing of Non-ferrous Mineral products 20 9.6 9.6 90.4 
Others (Basic metals, transportation, insurance .... 20 9.6 9.6 
100.0 
Total 208 100.0 100.0 
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9 Figure 5.1.10. Type of industry 
Mean by indepenant variable industry type 
4( 
31 
21 0- 
1- Manufacturing of Food and Beverage Prod 
1- Manufacturing of Health and pharmacetiy 
3- Manufacturing of appliances and electronics 
4- Manufacturing of Automotive and Auto p 
5- Manufacturing of Chemical products 
6- Manufacturing of Celluose products 
7- Manufacturing of Petrochemical products 
8- Manufacturing of machinery and equipments 
9- Investmant and banking 
10- Manufacturing of Non-ferrous Mineral products 
11- Others (Basic metals, transportation, insurance 
uls MONO NEI laimis 
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11. Main shareholders: 
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Main shareholders as another the variable were also reviewed. The results show that 
about 44% of main shareholders were general or public institutes, and foundations. About 
36.5% of these companies were state owned and only 19.2 % were privately owned. 
5.1.11. Main shareholder of corporation 
Frequency Percent Valid Percent 
Cumulative 
Percent 
public, foundations 92 44.2 44.2 44.2 
Valid governmental 
76 36.5 36.5 80.8 
private 40 19.2 19.2 100.0 
Total 208 100.0 100.0 
* Figure 5.1.11. Main shareholder of corporation 
Mean by indepenant variable industry type Main shareholder of corporation 
>' 
0 
a- w 
U- 
1- Public, Foundations 
2- Govermental 
3- Private 
UUU 
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100- 5.2 Reduction of the variables (Factor Analysis) 
> 5.2.1 Introduction 
In this research. the structure of the variables represent the three main dimensions, 
namely corporate governance (CG), organizational excellence (OE), and internationalisation 
(INTER). Each dimension is sub-divided into some components and indices as well. To measure 
dimensions and components' the study chooses to determine the amount of indices only, 
which Is -- obtained through questionnaires. However, there are no questions concerning the 
dimensions and components in the questionnaires. To test hypotheses, it Is therefore, necessary 
to determine the amount of dimensions and components. These are obtained by using the 
amount of related indices and conducting factorial analysis. This is the main objective of this 
part of research. 
In order to obtain an amount for components and dimensions, there is a need 
for a method 
to reduce Indices to explain one variable, based on the amount of indices, which explains the 
components. This method will also be used to reduce components to 
determine one variable, 
which explains the related dimension. An appropriate method to reduce this objective 
is 
factorial analysis. There are a number of applications of factorial analysis. Reduction of the 
variables is one of the major applications of factorial analysis. 
Before one variable (one factor only) which clearly explains its subset, the variables should 
be obtained. Factorial analysis provides several factors for describing the incoming the 
variables. Since the hypotheses are designed based on dimensions and components, there is 
a need for one main and important factor only. That is why only one factor is stressed in 
using factorial analysis. Yet, the mentioned factor must explain at least 50% of the variances 
In related the variables. In the following sections, at first, factorial analysis is used to obtain 
components and then it is used to obtain dimensions. Finally. the procedures will be presented 
and discussed to determine the suitability of results for further analysis. 
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5.2.2 Assumption for the used factorial analysis 
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1. Factorial analysis has been used to reduce the number of the variables in the study. 
2. Only one factor has been requested in carrying out the factorial analysis, although 
before finalizing the results, attention has been paid to the appropriateness of the mentioned 
factor. 
3. The explained normal the variable values (factor) have been standardized Therefore, 
wherever the statistical measures of these factors are studied and reported in this research, 
the mean and the standard deviation are 0 and 1 respectively. 
4. Based on normalization , the indices values in a range of "strongly agree" and 
AG strongly disagree " are between 0 and I. Therefore, statistical measures for these Indices , 
in the first step of analysis , are observed In the mentioned range. 
>5.2.3 General description for factorial analysis output 
1. In the first output, using the univariate descriptive option, the used statistical measures 
for initial the variables in factorial analysis have been presented. 
2. A correlation matrix for the used the variables and factorial analysis has been 
presented In the next output. Meanwhile, the level of significance of correlation has been 
depicted in the same Table. 
3. Principal component analysis has been used for initial the variable extraction. 
4. The third output of factorial analysis concerns communality. These results are for 
initial solution and show the level of communality of each the variable In forming the factor 
in the initial solution. 
5. The fourth output explains the total variances Table for factors. Since. only one factor 
is considered in this research, the percentage of the variances explained concerns the first 
factor. 
6. In the fifth output, the level of communality for forming the component is shown. and 
its scree plot has been depicted. This output shows the level of appropriateness of extracted 
factor. It also shows the level of communality of the entered variables in forming the 
component, and /or dimension. 
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> 5.2.4 Analysis for attitudinal component of internationalisation, 
1. The entered variables and their statistical measures are shown in the first Table (Table 
5.2.1). All the Indices have nearly similar or a little more than moderate (0.5) means. The 
standard deviation for each is about 0.3. Totally, 196 questionnaires have been used In this 
analysis. 
2. The correlations of the entered variables In the model are positive and significant. 
The level of significance of correlations shows that they are all confirmed and applicable 
to the population with a confidence level of more than 99%. 
3. The level of communality of each of the variables in forming the component (the 
mentioned factor) is high In the initial solution, and the variables have explained at least over 
80% of the variance of component. In fact, the level of communality of each the variable in 
forming the factor in the first solution is very significant. 
4. Total variance Table shows that component I has explained about 88% of the 
variance of the variables. Other components (2,3) explain the remaining 12% of the variances. 
Since, in the research a standard of more than 50% is considered, it can 
be claimed for the 
component to be quite appropriate to explain the variables with the mentioned conditions. 
5. Component I has ultimately explained more than 90% of the variance of 
the entered 
the variable, using PCA method, presented in the scree plot. 
Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at a very high level, and is therefore quite appropriate. 
* Table5.2.1. Factor Analysis for attitudinal component of intern ationalisatio n 
Descriptive Statistics Mean Std. Deviation Analysis N 
Attitude towards speed . 6288 . 34627 196 
Attitude towards scope . 6688 . 31243 196 
Attitude towards extent . 6998 . 29001 196 
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* Table5.2.1. Factor Analysis for attitudinal, component of internationalisation 
(continue) 
Correlation Matrix Attitude towards Attitude towards Attitude towards 
speed scope extent 
Attitude towards speed 1.000 . 824 . 791 
Correlation Attitude towards scope . 824 1.000 . 857 
Attitude towards 
. 791 . 857 1.000 extent 
Attitude towards speed . 000 . 
000 
Attitude towards scope . 000 . 
000 
Sig. (1-tailed) 
Attitude towards 
. 000 . 000 extent 
Communalities Initial Extraction 
Attitude towards speed 1.000 . 859 
Attitude towards scope 1.000 . 906 
Attitude towards extent 1.000 . 883 
Extraction Method: Principal Component Analysis. 
Component Matrix(a) Component 
I 
Attitude towards speed . 927 
Attitude towards scope . 952 
Attitude towards extent -ýEý 
Initial Eigenvalues Extraction Sums of Squared Loadings 
Component 
Total 
% of The 
variance 
Cumulative 
% 
Total 
% of The 
variance 
Cumulative 
% 
1 2.648 88.275 88.275 2.648 88.275 88.275 
2 . 214 7.123 95.398 
3 . 138 4.602 100.000 
Extraction Method: Principal Component Analysis 
Figure 5.2.1. Factor Analysis for Attitudinal component of internationalisation 
Scree Plot 
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5.2.5. Factor analysis for structural component of internationalisation 
1. The entered variables and their statistical measures are shown in the first Table. All 
the indices have nearly similar or a little more than moderate (0.5) means. The standard 
deviation for each is about 0.3. Totally, 196 questionnaires have been used in this analysis. 
2. The correlations of entered the variables in the model are positive and significant. The 
level of significance of correlations shows that they are all confirmed and applicable to the 
population with a confidence level of more than 99%. 
3. The level of communality of each of the variables in forming the component (the 
mentioned factor) is high in the initial solution. and the variables have explained at least over 
80% of the variance of component (the mentioned factor), In fact, the level of communality 
of each the variable in forming the factor. in the first solution, is at a very high level. 
4. Total variance Table shows that component I has explained about 92% of the 
variances of the variables. Other components (2.3) explain the remaining 8% of the variances. 
Since, in this research standard is considered more than 50%, it can 
be claimed for the 
component to be quite appropriate to explain the variables with the mentioned conditions. 
5. Component I has ultimately explained more than 95% of the 
initial variables' 
variances using PCA method, presented in the scree plot. 
Under these circumstances, it can be said that the extracted 
factor explains the entered 
variables in the model at a very high level, and is therefore quite appropriate. 
9 Table 5.2.2. Factor Analysis for structural component of internationalisation 
Descriptive Statistics Mean Std. Deviation Analysis N 
Foreign Assets Activation . 4794 . 
34087 196 
Foreign Subsidiary 
Establishment . 
4608 
. 33140 196 
Psychic distance spread . 5071 . 
32531 196 
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9 Table 5.2.2. Factor Analysis for structural component of internationalisation 
(continue) 
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Foreign Psychic 
Correlation Matrix Assets Foreign Subsidi ry a distance 
Activation 
Establishment 
spread 
Foreign Assets Activation 1.000 . 872 . 
827 
Correlation Foreign Subsidiary 872 1 000 . 
916 
Establishment . . 
Psy hic distance spread . 
827 
. 
916 1.000 
Foreign Assets Activation 
. 
000 . 
000 
Sig. (I -tailed) 
Foreign Subsidiary 
. 000 . 
000 
Establishment 
Psychic distance sp, read . 
000 1 . 
000 
Initial Eigen values Extraction Sums of Squared Loadings 
Component 
Total 
% of The 
variance 
Cumulative 
% 
Total 
% of The 
variance 
Cumulative 
% 
1 2.744 91.462 91.462 2.744 91.462 91.462 
2 
. 
179 5.964 97.427 
3 
. 
077 2.573 100.000 I 
T 
I :I 
Extraction Method: Principal Component Analysis. 
Communalities Initial Extraction 
Foreign Assets 
Activation 1.000 . 884 
Foreign Subsidiary 
Establishment 1.000 . 945 
Psychic distance 
spread 
1.000 . 915 
Extraction Method: Principal Component Analysis 
Component Matrix(a) 
Component 
I 
Foreign Assets Activation . 
940 
Foreign Subsidiary 
Establishment . 
97" 
Psychic distance spread . 957 
Figure 5.2.2. Factor Analysis for Structural component of international isation 
Scree Plot 
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>5.2.6 Factor analysis for performance component of internationalisation 
1. The entered variables and their statistical measures are shown in the first Table. All the 
indices have nearly similar or a little more than moderate (0.5) means. The standard deviation 
for each Is about 0.3. Totally, 196 questionnaires have been used in this analysis. 
2. The correlations of the entered variables in the model are positive and significant. The 
level of significance of correlations shows that they are all confirmed and applicable to the 
population with a confidence level of more than 99%. 
3. The level of communality of each of the variables in forming the component (the 
mentioned factor) is significant in the initial solution, and the variables have explained at least 
over 87% of the variances of component (the mentioned 
factor). In fact, the level of 
communality of each the variable in forming the factor, in the 
first solution, is at a very high 
level. 
4. Total variance Table shows that component 
I has explained about 85% of the variances 
of the variables Other components (2,3) explain 
the remaining 15% of the variances. Since, 
in this research standard is considered more than 
50%, It can be claimed for the component 
to be quite appropriate to explain the variables with 
the mentioned conditions. 
5. Component I has ultimately explained more than 90% the variance of the entered 
variable using PCA method, presented In the scree plot. 
Under these circumstances, It can be said that the extracted factor explains the variance 
of the entered the variable in the model at a very high level, and Is therefore quite appropriate. 
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* Table 5.2-3. Factor Analysis for Performance component of international isation 
Descriptive Statistics Mean Std. Deviation Analysis N 
International Turnover Fulfillment . 5316 . 33443 
196 
Sales objective Fulfillment . 5951 . 32234 
196 
International Revenue Objectives 
- 5690 . 31723 
196 
International Sales 
Correlation Matrix Turnover objective International Revenue Objectives 
Fulfillment Fulfillment 
International 1.000 730 844 Tumover Fulfillment . . 
Correlation Sales objective 730 1 000 739 Fulfillment . . . 
International 
Revenue Obiectives . 844 . 739 1.000 
International 
Turnover Fulfillment . 000 . 000 
Sig. (I -tailed) 
Sales objective 
. 000 . 000 Fulfillment 
International 
Revenue Objectives . 000 . 000 
Communalities Initial Extraction 
International Tumover 
1.000 . 872 Fulfillment 
Sales objective Fulfillment 1.000 . 793 
International Revenue 
1.000 . 878 Objectives 
Component Matrix(a) Componend 
International Turnover 
. 934 Fulfillment 
Sales objective 
. 890 Fulfillment 
International Revenue 
. 937 Objectives 
Initial Eigen values Extraction Sums of Squared Loadings 
Component 
Total 
% of The 
variance 
Cumulative 
% 
Total 
% of The 
variance 
Cumulative 
% 
1 2.543 84.776 84.776 2.543 84.776 84.776 
2 . 301 10.047 94.822 
3 10.000 
Extraction Method: Principal Component Analysis. 
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Figure 5.2.3. Factor Analysis for Performance component of internationalisation 
Scree Plot 
0) 
LLJ 
>5.2.7 Factor Analysis for Accountability component of Quality of 
Corporate Governance 
1. The entered variables and their statistical measures are shown in the first Table. The 
indices have different means, with a maximum of 0,85, and a minimum of 0.49. The 
variables' variances stand in a range of 0.19 to 0.34, In general, the more increase in means, 
the more decrease in the variances. Totally, 208 questionnaires have been used in this analysis. 
2. The correlations of the entered variables in the model are mostly positive and 
significant. However, there are some variables whose correlation with other variables are 
low, and statistically are not significant. For example, the variables such as detailed financial 
report, adequate financial report, and on time financial report have low and mostly insignificant 
correlation with other the variables. The level of significance of correlations for most of the 
variables shows that they are all confirmed and applicable to the population with a confidence 
level of more than 99%. Yet, some of the correlations are not confirmed with standard level 
of significance of 0.05. The summary of the results is presented bellow. 
3. The level of communality of each of the variables in forming the component (the 
mentioned factor) is high in some cases in the initial solution. Further, some of the variables 
have explained at least over 64% of the variance of component However, three the variables, 
2 
Component Number 
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i. e. detailed financial report, adequate financial report, and on time financial report have 
insignificant role in initial solution results. In general, it can be said that except these three 
variables' other the variables have had acceptable role in initial solution results. 
4. Total variance table shows that component I has explained about 59% of the variances 
of the variables. Other components explain the remaining 41% of the variances. Since, in the 
research a standard of more than 50% is considered, it can be claimed for the component 
to be quite appropriate to explain the variables with the mentioned conditions. 
5. Component I has ultimately explained more than 85% of the variance of the entered 
the variable using PCA method, presented in the scree plot. 
Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at a very high level, and is therefore quite appropriate. 
Table 5.2.4. Factor Analysis for Accountability component of Quality of Corporate 
Governance 
Descriptive Statistics Mean Std. Deviation Analysis N 
On time Financial Reports . 8513 . 
19831 208 
Detailed Financial Reports 
. 
8417 . 
20296 208 
Adequate Financial Reports 
. 
8408 . 
18838 208 
On time stock trade reports . 6381 . 
33919 208 
Detailed Stock Trade Reports 
. 
6758 . 
30456 208 
Adequate stock trade Reports . 7050 . 
28226 208 
On time Board meeting Reports . 4973 . 
33871 208 
Detailed Board meeting Reports . 4798 . 
33072 208 
Adequate Board meeting Reports . 5235 . 
32259 208 
On time Management compensation Reports . 5465 . 
33016 208 
Detailed Management compensation Reports . 6063 31615 
208 
Adequate Management compensation Reports - 5817 31220 
208 
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* Table 5.2.4. Factor Analysis for Accountability component of Quality of Corporate 
Govcrnancc (continuc) 
Communalities Initial Extraction 
On time Financial Reports 1.000 . 010 
Detailed Financial Reports 1.000 . 
061 
Adequate Financial Reports 1.000 . 073 
On time stock trade reports 1.000 . 726 
Detailed Stock Trade Reports 1.000 . 
778 
Adequate stock trade Reports 1.000 . 748 
On time Board meeting Reports 1.000 . 
827 
Detailed Board meeting Reports 1.000 . 
791 
Adequate Board meeting Reports 1.000 . 
841 
On time Management compensation Reports 1.000 . 
860 
Detailed Management compensation Reports 1.000 . 
642 
Adequate Management compensation Reports 1.000 . 
785 
Extraction Method: Principal Component Analysis. 
* Table 5.2.4. Factor Analysis for Accountability component of Quality of 
Corporate Governance (total variance explained) 
Initial Elgen values M Extraction Sums of Squared Loadings 
Component 
i 
% of The 
variance 
Cumulative 
% 
Total 
% of The 
variance 
Cumulative 
% 
I 1 1,41 7.141 59.506 59.506 7.141 59.506 59.506 
2 2.006, 16.717 76.223 
3 . 722 6.016 82.239 
4 . 542 4.521 86.760 
5 . 462', 
-T 3.848 90.608 
6 
. 291 
- 1 2.425 93.032 
7 . 250 
_j 2.083 95.115 
8 . 192 1.598 96.713 
9 . 154 1.285 97.998 
10 . 110 . 915 98.914 
11 
. 088 1 . 732 1 99.645ý 
12 
. 043 1 . 355 
1 100.000 1 1 1 
Extraction Method: Principal Component Analysis. 
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* Figure 5.2.4. Factor Analysis for Accountability component of Quality of 
Corporate Governance (continue) 
Scree Plot 
8 
6 
a) 
> 
a) 0) 
ui 
2 
0 
* Table 5.2.4. Factor Analysis for Accountability component of Quality of Corporate 
Governance (continue) 
component Matrix(a) Componentl 
On time Financial Reports -. 098 
Detailed Financial Reports . 246 
Adequate Financial Reports . 
270 
On time stock trade reports . 852 
Detailed Stock Trade Reports 
. 882 
Adequate stock trade Reports . 865 
On time Board meeting Reports . 909 
Detailed Board meeting Reports . 889 
Adequate Board meeting Reports . 917 
On time Management compensation Reports . 927 
Detailed Management compensation Reports . 801 
Adequate Management compensation Reports . 886 
Extraction Method: Principal Component Analysis. aI component extracted. 
123456789 10 11 12 
Component Number 
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> 5.2.8 Factor Analysis for transparency component of Quality of 
Corporate Governance 
1. The entered variables and their statistical measures are shown in the first Table. The 
indices have different means, with a maximum of 0.79, and a minimum of 0.66. The 
variables' variances stand in a range of 0.20 to 0.27.1n general, the indices have had above 
moderate points and their variances in all cases are similar, which shows that the integration 
of responses in comparison. Totally, 208 questionnaires have been used in this analysis. 
2. The correlations of entered the variables in the model are mostly positive and 
significant but moderate to weak. However, there are the variables that their correlation with 
other the variables is low, and statistically are not significant. For example, the variable 
developed plan of guiding has low and mostly insignificant correlation with other the variables. 
The level of significance of correlations for most of the variables shows that they are all 
confirmed and applicable to the population with a confidence level of more than 99%. Yet, 
some of the correlations are not confirmed with standard level of significance of 0.05. The 
summary of the results is presented bellow. 
3. The level of communality of each of the variables in forming the component (the 
mentioned factor) is moderate and less than moderate. In some cases, the level of communality 
is more than moderate, and some of the variables have explained the variance of the factor 
in question up to 56%. However, the variables such as developed plan of guiding, board 
reports for stockholders and consistency of external internal audits have insignificant role in 
initial solution results In general, it can be said that except these three variables' other 
variables have had acceptable roles in initial solution results. 
4. Total variance Table shows that component I has explained about 40% of the variances 
of the variables. Other components explain the remaining 60% of the variances. Since, in the 
research a standard of more than 50% is considered, it can be claimed for the component 
to be unacceptable and inappropriate to explain the variables with the mentioned conditions. 
Nevertheless, other extracted factors have not had important roles in the explained the 
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variance, and the first factor has explained the variance the most. Since there should be only 
one factor for the component transparency, the first factor is the most appropriate one in 
comparison with the other factors. Therefore, the same factor is chosen to explain the 
component. 
5. Component matrix shows that in the final solution component I has explained more 
than 58% of the variances of the entered the variable, using PCA method, presented in the 
scree plot. Yet, the first three the variables (mentioned above) have had little communality in 
the extraction of factor. 
Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at an acceptable level of significance, and is therefore nearly 
appropriate. 
* Tabic 5.2-5. Factor Analysis for transparcncy componcrit of Quality of Corporatc 
Governance 
Descriptive Statistics Mean Std. Deviation Analysis N 
Quality of Management Monitoring . 
6646 
. 
27202 208 
Adequate Management Monitoring . 6646 . 27202 208 
Board Reports for stockholders . 7306 . 
22165 208 
Developed Plan of Guiding . 
6381 
. 33819 208 
Adequate monitoring of organization . 
7873 
. 22303 208 
Quality of management reports . 7762 . 20772 208 
Board Member Access . 7677 . 26293 208 
Quality of Board meetings . 7487 . 21199 208 
Quality of Exterrial Audits . 7319 . 24043 208 
Consistency of External Internal Audits - 6667 - 
26699 208 
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* Table 5.2.5. Factor Analysis for transparency component of Quality of Corporate 
Governance (continue) 
Communalities Initial Extraction 
Quality of Management Monitoring 1.000 . 436 
Adequate Management Monitoring 1.000 . 419 
Board Reports for stockholders 1.000 . 
338 
Developed Plan of Guiding 1.000 . 
092 
Adequate monitoring of organization 1.000 . 
441 
Quality of management reports 1.000 . 
439 
Board Member Access 1.000 . 
506 
Quality of Board meetings 1.000 . 
564 
Quality of External Audits 1.000 . 470 
Consistency of External Internal Audits 1.000 . 
292 
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e Table 5.2-5. Factor Analysis for transparency component of Quality of Corporate 
Governancc (continuc) 
Communalities Initial Extraction 
Quality of Management Monitoring 1.000 . 436 
Adequate Management Monitoring 1.000 . 
419 
Board Reports for stockholders 1.000 . 
338 
Developed Plan of Guiding 1.000 . 
092 
Adequate monitoring of organization 1.000 . 
441 
Quality of management reports 1.000 . 
439 
Board Member Access 1.000 . 
506 
Quality of Board meetings 1.000 . 
564 
Quality of External Audits 1.000 . 470 
Consistency of External Internal Audits 1.000 . 
292 
Extraction Method: Principal Component Analysis. 
Table 5.2.5. Factor Analysis for transparency component of Quality of Corporate 
Governance (continue) 
Initial Eigen values Extraction Sums of Squared Loadings 
Component 
Total % of The 
variance 
Cumulative 
% Total 
% of The 
variance 
Cumulative % 
1 3.998 39.979 39.979 3.998 39.979 39.979 
2 1.283 12.827 52.806 
3 1.087 10.874 63.680 
4 1.063 10.632 74.312 
5 . 761 7.607 81.919 
6 . 543 5.425 87.344 
7 . 431 4.312 91.656 
8 . 356 3.556 95.212 
9 . 261 2.614 97.826 
10 . 217 2.174 100-000 
Extraction Method: Principal Component Analysis. 
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Table 5.2.5. Factor Analysis for transparency component of Quality of Corporate 
Governance (continue) 
Component Matrix(a) Component I 
Quality of Management Monitoring . 660 
Adequate Management Monitoring . 
648 
Board Reports for stockholders . 
582 
Developed Plan of Guiding . 
304 
Adequate monitoring of organization . 
664 
Quality of management reports . 
663 
Board Member Access 711 
Quality of Board meetings 751 
Quality of External Audits . 
696 
Consistency of External Internal Audits . 
540 
o Figure 5.2.5. Factor Analysis for Transparency component of Quality of Corporate 
Governance 
Scree Plot 
0) 
w 
23456? a9 10 
Component Number 
Extraction Method: Principal Component Analysis aI component extracted 
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5.2.9 Factor Analysis for responsibility component of Quality of 
Corporate Governance 
1. The entered variables and their statistical measures are shown in the first Table. The 
indices have different means, with a maximum of 0.75. and a minimum of 0.52. In other 
words, the points are between moderate and above moderate. The variables the variances 
stand in a range of 0.21 to 0.32. In general, the indices have had above moderate points and 
their variances in all cases are similar, which shows that the integration of responses in 
comparing the indices. Totally, 208 questionnaires have been used in this analysis. 
2. The correlations of the entered variables in the model are positive, but at a level of 
strong to weak. However, there are some variables whose correlation with the other variables 
is low, and statistically are not significant. For example, the variable work force responsibility 
has positive, strong, and meaningful correlation with management responsibility only. Also, the 
same is true for the variables' stock holder responsibility and board member responsibility. 
Other correlations are low and insignificant. All significant correlations are confirmed and 
applicable to the population with a confidence level of more than 99%. Yet, in four cases the 
correlations are not approved with standard level of significance of 0.05. The summary of the 
results is presented 
3. The level of communality of each of the variables in extracting the mentioned factor is 
different in initial solution. The variables such as management responsibility and work force 
responsibility have explained the variance at a very high level (at least 0.85). However, the 
variables' board member responsibility and stockholder responsibility have had little roles 
in explaining the variances. In general, it can be said that two of the variables have had 
significant roles in initial solution extraction, while others had insignificant roles in this respect. 
4. Total variance Table shows that component I has explained about 47% the variances 
of the entered the variable. Other components explain the remaining 53% of the variances. 
Since, in the research a standard of more than 50% is considered, it can be claimed for the 
component to be unacceptable and inappropriate to explain the variables with the mentioned 
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conditions. Nevertheless, other extracted factors have not had important roles in the explained 
variance, and only the first factor has explained the variances the most Since there should be 
only one factor for the component responsibility, the first factor is the most appropriate one 
in comparison with the other factors. Therefore, the same factor is chosen to explain the 
component. 
5. Component matrix shows that in the final solution component I has explained about 
9o% of the variance of the entered the variable, using PCA method, while two other the 
variables had low communality in factor extraction. This fact is presented in the scree plot 
(figure 5.2.6). 
Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at an acceptable level of significance, and is therefore nearly 
appropriate. 
* Table 5.2.5. Factor Analysis for transparency component of Quality of Corporate 
Governance (continue) 
Descriptive Statistics Mean Std. Deviation Analysis N 
Work force Responsibility 
. 5427 . 32060 
208 
Management Responsibility 
. 5252 . 31469 
208 
Board member Responsibility . 7506 . 21290 
209 
Stockholders Responsibility 
- 6063 - 25487 
208 
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Table5.2.6. Factor Analysis for responsibility component of Quality of Corporate 
Governance (continue) 
Work force Management Board member Stockholders 
Correlation Matrix Responsibility Responsibility Responsibility Responsibility 
Work force 1.000 . 
849 . 
070 
. 
034 
Responsibility 
Management 
. 
849 1.000 . 
080 
. 
032 
Correl Responsibility 
ation - Board member 070 
. 
080 1.000 
. 
565 
esponsibility . 
Stockholders 
. 
034 
. 
032 
. 
565 1.000 
Responsibility 
Work force 
. 
000 
. 
156 
. 
312 
Responsibility 
Sig. 
Management 
. 
000 
. 
124 
. 
325 
Responsibility 
(I- 
tailed) 
_ ber Board mem 
. 
156 
. 
124 000 , 
_Responsibi 
ity . 
Stockholders 
Responsibility . 
312 
. 
325 
. 
000 
Communalities Initial Extraction 
Component Matrix(a) Com o t 
Work force Responsibility 1.000 . 
845 
p nen 
Work force Responsibility 
. 919 Management Responsibility 1.000 . 847 1 Management Responsibility 
. 921 
Board member Responsibility 1.000 . 114 Board member Responsibility . 337 
Stockholders Responsibility 1.000 . 080 Stockholders Responsibility . 
284 
Extraction Method: Principal Component Analysis 
Initial Eigenvalues Extraction Sums of Squared 
C t - 
Loadings 
omponen % of The Cumulative % of The Cumulative Total 
[ 
Total 
variance % variance % 
1 1.886 47.160 47.160 1.886 47.160 47.160 
2 1.529 38.220 85.380 
3 . 434 10.838 96.218 1 
4 . 151 3.782 100.000 
Extraction Method: Principal Component Analysis. 
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0 Figure 5.2.6. Factor Analysis for responsibility component of Quality of Corporate 
Governance 
Scree Plot 
c (D 
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LU 
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5.2.10 Factor Analysis for fairness component of Quality of 
Corporate Governance 
1. The entered variables and their statistical measures are shown In the first Table. The 
indices have different means, with a maximum of 0.70, and a minimum of 0.4 Un other words, 
the mean of the points in the model are between moderate and above moderate. The 
variables' variances stand in a range of 0.34 to 0.29. In general, the Indices have had above 
moderate points and their variances in all cases are similar, which shows the Integration of 
responses In comparing the indices. Totally, 196 questionnaires were used In this analysis. 
2. The correlations of the entered variables in the model are positive, but at a level of 
strong to weak. There is one variable whose correlation with the other the variables is low, 
and statistically Is not significant. The variable consistency of stock trade has low and 
Insignificant correlation with the other the variables. Other correlations are positive, strong, 
and meaningful, and they are confirmed and applicable to the population with a confidence 
level of more than 99%. 
3. The level of communality of each of the variables in extracting the mentioned factor 
is different in initial solution. The entered variables in the model have explained the variance 
at a very high level (at least 0.7 1). However, the variables' consistency of stock trade has had 
little role in explaining the variances. In general, it can bd said that three of the variables have 
had significant roles In Initial solution extraction, while one of the variable had Insignificant 
roles In this respect. 
4. Total variance Table shows that component I has explained about 68% of the variances 
of the entered the variable. Other components explain the remaining 32% of the variances. 
Since, in the research a standard of more than 50% is considered, it can be claimed for the 
component to be acceptable and appropriate to explain the variables with the mentioned 
conditions. 
5. Components matrix shows that in the final solution component I has explained at 
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least 85%the variance of the entered the variable, using PCA method, while another the 
variable had no communality in factor extraction. This fact is presented in the scree plot 
(figure 5.2.7). 
Under these circumstances, It can be said that the extracted factor explains the entered 
the variable in the model at an acceptable level of significance, and is therefore quite 
appropriate. 
* Table5.2-7. Factor Analysis for fairness component of Quality of Corporate 
Governance 
Descriptive Statistics Mean Std. Deviation Analysis N 
Consistency of Stock Trade . 5618 . 34231 
196 
Fair Internal Relation 
. 6998 . 29001 
196 
Fair Stockholders Relation 
. 4794 - 34087 
196 
Fair Board Relations 
. 4608 . 33140 
196 
Engagement of all in Decisions . 5071 . 32531 
196 
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* Table 5.2.7. Factor Analysis for fairness component of Quality of Corporate 
Governance (continue) 
Correlation Consistency 
Fair Fair F alli r Engagement of 
Matrix of 
Stock Intemal Stockholders Board 
all in Decisions Trade Relation Relation Relations 
Consistency of 1.000 -. 128 -. 039 . 
017 -. 079 Stock Trade 
Fair Intemal 
-. 128 1.000 . 
696 
. 
697 
. 
736 
Relation 
4 Fair 
n , Stockholders -. 039 . 
696 1.000 . 
872 
. 
827 
E3 
=. 
0 
Relation 
Fair Board 
. 
017 
. 
697 
. 
872 1.000 
. 
916 
Relations 
____ Engagement of 
-. 079 . 
736 
. 
827 
. 
916 1.000 
all in Decisions 
Consistency of 
. 
037 
. 
295 
. 
404 
. 
134 
Stock Trade 
Fair Intemal 
. 
037 . 
000 
. 
000 
. 
000 
L-*ý Relation 
Fair 
Stockholders . 
295 
. 
000 
. 
000 
. 
000 
E- Relation 
Fair Board 
. 
404 
. 
000 
. 
000 000 Relations . 
Engagement of 134 
. 
000 
. 
000 
. 
000 
all in Decisions . I I 
Communalities Initial Extract on 
Consistency of Stock Trade 1.000 . 007 
Component Matrix(a) Component I 
Fair Internal Relation 1.000 . 715 
Consistency of Stock Trade -. 085 
Fair Stockholders Relation 1 000 . 857 
Fair Internal Relation 
. 84 . 
-Fair 
Board Relations 1.000 I . 903 
Fair Stockholders Relation 
_Fair 
Board Relations 
. 926 
. 950 Engagement of all in Decisions 1.000 902 -- Engagement of all in Decisions 
- . 
950 
I 
Extraction Method: Principal Component Analysis. 
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Initial Eigen values Extraction Sums of Squared Loadings 
Total % of The variance Cumulative % Total % of The variance Cumulative % 
1 3.384 67.676 67.676 3.384 67.676 67.676 
2 1.012 20.246 87.921 
3 
. 
355 7.107 95.029 
4 
. 
178 3.568 98.596 
5 
. 
071 104 100.000 
Extraction Method: Principal Component Analysis. 
0 Figure 5.2.7. Factor Analysis for fairness component of Quality of Corporate 
Governance 
Scree Plot 
Q) 
0) 
0 
Component Number 
Extraction Method: Principal Component Analysis. 
aI components extracted. 
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5.2.11. Factor Analysis for Strategy Development and Deployment 
component of organizational excellence 
1. The entered variables and their statistical measures are shown In the first Table. The 
indices have different means, with a maximum of 0.71, and a minimum of 0.56. In other 
words, the mean of the points are between moderate and above moderate. The variables the 
variances stand In a range of 0.25 to 0.31.1n general, the indices have had above moderate 
points and their variances In all cases are similar, which shows the integration of most 
responses in comparing the indices. This is except the variable participatory strategy 
development, which compared to other the variables Is more scattered. Totally, 204 
questionnaires have been used in this analysis. 
- 2. The correlations of the entered variables in the model are positive, but at a level of 
strong to low moderate. All of the correlations are positive, significant, between the ranges of 
0.37, and 0.67. These correlations are confirmed and applicable to the population with a 
confidence level of more than 99%. 
3. The level of communality of each of the variables in extracting the mentioned factor is 
different In initial solution. The entered variables In the model have explained the variance at 
a moderate and above moderate level (at least 0.46). In general, it can be said that three of 
the variables have had significant roles In initial solution extraction, while one of them had 
moderate roles In this respect. 
4. Total variance Table shows that component I has explained about 64% of the variances 
of the entered the variable. Other components explain the remaining 36% of the variances. 
Since. In the research a standard of more than 50% is considered, it can be claimed for the 
component to be acceptable and appropriate to explain the variables with the mentioned 
conditions. 
S. Components matrix shows that in the final solution component I has explained at least 
68% of the variance of the entered the variable, using PCA method. This fact is presented in 
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the scree plot (figure 5.2.8). 
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Under these circumstances, it can be said that the extracted factor explains the entered 
variables In the model at an acceptable level of significance, and is therefore nearly 
appropriate. 
* Table5.2.8. Factor Analysis for Strategy Development and Deployment component 
of Organizational Excellence 
Descriptive Statistics Mean Std. Deviation Analysis N 
Participatory Strategy development 
. 5494 . 31070 204 
Quality of strategic plan . 6888 . 26308 
204 
Deployment of strategy . 6792 . 25378 
204 
Commitment to strategy . 7139 . 24535 
204 
* Table5.2.8. Factor Analysis for Strategy Development and Deployment component 
of Organizational Excclience (continuc) 
Correlation Matrix 
Participatory 
Strategy 
Quality 
. 
of 
strategic 
Deployment Commitmen 
development plan of strategy 
t to strategy 
Participatory Strategy 
development 1.000 . 476 . 432 . 368 
0 :4 
Quality of strategic plan . 476 1.000 . 674 . 419 
0 Deployment of strategy . 432 . 674 1.000 . 736 
Commitment to strategy . 368 . 419 . 736 1.000 
(A Participatory Strategy F development . 000 . 000 . 000 
Quality of strategic plan . 000 . 000 . 000 Deployment of strategy . 000 . 000 . 000 Commitment to strategy . 000 . 000 . 000 
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Communalities Initial Extraction 
Participatory Strategy 
development 
1.000 . 
462 
Quality of strategic plan 1.000 . 
651 
Deployment of strategy 1.000 . 
821 
Commitment to strategy 1 1.000 
1 
. 
637 
Extraction Method: Principal Component Analysis. 
Component Matrix(a) Component I 
Participatory Strategy 
development . 
680 
Quality of strategic plan . 
807 
Deployment of strategy . 
906 
Commitment to strategy . 
798 
Extraction Sums of Squared Initial Eigen values 
- 
Loadings 
Component - % of The Cumulative % of The Cumulative Total Total 
variance % variance % 
1 2.572 64.302 64.302 2.572 64.302 64.302 
2 . 712 
17.803 82.105 
3 . 530 
13.247 95.352 
4 . 186 
4.648 100.000 
Extraction Method: Principal Component Analysis. 
Figure 5.2.8. Factor Analysis for Strategy Development and Deployment 
component of Organizational Excellence 
Scree Plot 
0 
20 
1,5 
LLJ 10 
0ý5 
0.0 
23 
Component Number 
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> 5.2.12 Factor Analysis for Human Resource development component 
of Organizational Excellence 
1. The entered variables and their statistical measures are shown in the first Table. The 
indices have different means, with a maximum of 0.72, and a minimum of 0.70.1n other words, 
the mean of the points in the model are above moderate. The variables' variances stand 
in a range of 0.21 to 0.25. In general, the indices had above moderate points and their 
variances in all cases are similar, which shows the integration of most responses in comparing 
the indices. Totally, 208 questionnaires were used in this analysis. 
2. The correlations of the entered variables in the model are positive, at a level of strong 
to moderate. All of the correlations of the variables are significant and stand in a range of 
0.44 to 0.79. They are confirmed and applicable to the population with a confidence level of 
more than 99%. 
3. The level of communality of each of the variables in extracting the mentioned factor 
is different in initial solution. The entered variables in the model have explained the variance 
at an above moderate level (at least 0.78). In general, it can be said that three of the variables 
had significant roles in initial solution extraction, while one of the variable's role is at a 
moderate level. 
4. Total variance Table shows that component I has explained about 73% of the variances 
of the entered the variable. Other components explain the remaining 27% of the variances. 
Since, in the research a standard of more than 50% is considered, it can be claimed for the 
component to be acceptable and appropriate to explain the variables with the mentioned 
conditions. 
5. Components matrix shows that in the final solution component I has explained at 
least 88% of the variance of the entered the variable. using PCA method. This fact is presented 
in the scree plot (figure 5.2.9). 
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Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at an acceptable level of significance, and is therefore quite appropriate. 
* Table 5.2.9. Factor Analysis for Human Resource development component of 
Organizational Excellencc 
Descriptive Statistics Mean Std. Deviation Analysis N 
Quality of human resource planning . 7044 . 
25849 208 
Quality of employee participation . 7212 . 
23425 208 
Quality of employee compensation . 7100 . 
21632 -208ý 
Correlation Matrix 
Quality of human Quality of employee Quality of employee I 
resource planning participation compensation 
Quality of human 1.000 . 785 444 resource planning . 
Quality of 
employee . 785 1.000 . 545 
participation 
Quality of 
employee . 444 . 545 1.000 
compensation 
Quality of human 
. 000 000 resource planning . 
Quality of 
employee . 000 . 000 
participation 
Quality of 
employee . 000 . 000 
compensation I I 
9 Table 5.2-9. Factor Analysis for Human Resource development component of 
Organizational Excellence (continue) 
Communalities Initial Extraction 
Quality of human resource planning 1.000 . 
782 
Quality of employee participation 1.000 . 851 
Quality of employee compensation 1.000 . 562 
Extraction Method: Principal Component Analysis. 
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Initial Eigen values Extraction Sums of Squared Loadings 
% of The Cumulative % of The Cumulative 
E Total Total 
variance % variance % 
1 2.195 
1 
73.159 73.159 2.195 73.159 73.159 
2 . 600 20.007 93.166 
3 . 205 6.834 100.000 
Extraction Method: Principal Component Analysis. 
Component Matrix(a) Component I 
Quality of human resource planning . 884 
Quality of employee participation . 922 
Quality of employee compensation . 749 
* Figure 5.2.9. Factor Analysis for Human Resource development component of 
Organizational Excellence 
Scree Plot 
> 
C 
0) 
w 
0.0 
Component Number 
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5.2.13 Factor Analysis for Systems and procedures component of 
Organizational Excellence 
1. The entered variables and their statistical measures are shown In the first Table. The 
indices have different means, with a maximum of 0.75, and a minimum of 0.69.1n other words, 
the mean of the points In the model are above moderate. The variables variances stand in a 
range of 0.22 to 0.24. In general, the indices have had above moderate points and their 
variances in all cases are similar, which shows the integration of most responses in comparing 
the indices. Totally, 204 questionnaires were used in this analysis. 
2. The correlations of the entered variables in the model are positive. at a level of strong 
to low medium. All of the correlations of the variables are significant and stand in a range of 
0.39 to 0.8 I. They are confirmed and applicable to the population with a confidence level of 
more than 99%. 
3. The level of communality of each of the variables in extracting the mentioned factor 
is different in Initial solution. The entered variables in the model have explained the variance 
at a moderate and above moderate level (at least 0.47). In general, it can be said that three 
of the variables had nearly significant roles in Initial solution extraction, while one of the 
variable's role is at a moderate level. 
4. Total variance Table shows that component I has explained about 71% of the variances 
of the entered variable. Other components explain the remaining 29% of the variances. Since, 
In this research a standard of more than 50% is considered. it can be claimed for the 
component to be acceptable and appropriate to explain the variables with the mentioned 
conditions. 
5. Components matrix shows that in the final solution component I has explained at 
least 68% of the variance of the entered the variable. using PCA method. This fact is presented 
in the scree plot (figure 5.2.10). 
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Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at an acceptable level of significance, and is therefore quite appropriate. 
* Table 5.2.10. Factor Analysis for Systems and procedures component of 
Organizational Excellence 
Descriptive Statistics Mean Std. Deviation Analysis N 
Quality of systematic planning . 6943 . 24164 204 
Quality of organizational systems . 7310 . 21838 
204 
Quality of innovation system T- 7463 - 2195 ý-T 204 
Quality of Quality of Quality of 
Correlation Matrix systematic organizationa innovation 
planning I systems system 
Quality of systematic planning 1.000 . 808 . 457 
Quality of organizational systems . 808 1.000 . 387 
Quality of innovation system . 457 . 387 1.000 
Quality of systematic planning . 000 . 000 
Quality of organizational systems . 000 . 000 
Quality of innovation system . 000 
-1 -. 000 
Communalitics Initial Extraction 
Quality of systematic planning 1.000 . 851 
Quality of organizational systems 1.000 . 806 
Quality of innovation system 1.000 468 T Extraction Method: Principal Component Analysis. 
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C 
Initial Eigen values Extraction Sums of Squared Loadings 
ompone 
nt Total 
I % of The 
variance 
Cumulative 
% 
Total 
I % of The 
variance 
Cumulative 
% 
1 2.125 70.828 70.828 2.125 70.828 70.828 
2 . 687 22.897 
93.725 
3 . 188 
6.275 100.000 
Extraction Method: Principal Component Analysis 
Component Matrix(a) Componenti 
Quality of systematic planning . 923 
Quality of organizational systems . 898 
Quality o innovation system . 684 
* Figure 5.2.10. Factor Analysis for Systems and procedures component of 
Organizational Excelicnce 
Scree Plot 
CM 
LU 
Component Number 
Extraction Method: Principal Component aI components extracted. 
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> 5.2.14 Factor Analysis for Customer satisfaction Component of 
Organizational Excellence 
1. The entered variables and their statistical measures are shown in the first Table. The 
indices have different means, with a maximum of 0.80, and a minimum of 0.7 I. In other words, 
the mean of the points in the model are above moderate. The variables' variances stand 
In a range of 0.21 to 0.27. In general, the indices have had above moderate points and their 
variances in all cases are similar, which shows the integration of most responses In comparing 
the indices. Totally, 204 questionnaires were used in this analysis. 
2. The correlations of the entered variables in the model are positive, at a level of 
moderate to above moderate. All of the correlations of the variables are significant and stand 
In a range of 0.52 to 0.60 They are confirmed and applicable to the population with a 
confidence level of more than 99%. 
3. The level of communality of each of the variables in extracting the mentioned factor 
is different In Initial solution. The entered variables in the model have explained the variance 
at an above moderate level (at least 0.69). In general, it can be said that three of the 
variables had nearly significant roles in initial solution extraction. 
4. Total variance Table shows that component 1 has explained about 71% of the variances 
of the entered variables. Other components explain the remaining 29% of the variances. 
Since, in the research a standard of more than 50% is considered, It can be claimed for the 
component to be acceptable and appropriate to explain the variables with the mentioned 
conditions. 
5. Components matrix shows that In the final solution component I has explained at 
least 83% of the variance of the entered variable, using PCA method. This fact is presented 
in the scree plot (figure 5.2.11). 
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Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at an acceptable level of significance, and is therefore quite appropriate. 
9 Table 5.2.11. Factor Analysis for Customer satisfaction Component of 
Organizational Excellence 
Descriptive Statistics Mean Std. Deviation Analysis N 
Quality of customer orientation . 
8037 . 
21016 204 
Satisfaction of customers . 7539 . 
21766 204 
Increase in customers . 7090 . 
26561 204 
Correlation Matrix 
Quality of 
customer 
orientation 
Satisfaction 
of customers 
Increase in 
customers 
Quality of customer orientation 1.000 - 
593 
ýý5 
9) 3 
Correlation Satisfaction of customers . 
593 1.000 515 
Increase in customers . 
593 
. 
515 1.000 
Quality of customer orientation . 000 . 000 
Sig, (I -tailed) Satisfaction of customers . 
000 
. 
000 
Increase in customers . 
000 
. 
000 
Communalities Initial Extraction 
Quality of customer orientation 1.000 . 754 
Satisfaction of customers 1.000 . 690 
Increase in customers 1.000 . 
690 
Extraction Method: Principal Component aI components extracted. 
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Extraction Sums of Squared 
Initial Eigenvalues 
Loadings 
% of The Cumulative % of The Cumulative 
0 U Total Total variance % variance % 
1 2.135 71.157 71.157 2.135 71.157 71.157 
2 . 
485 16.158 87.316 
3 . 381 
12.684 100.000 
Extraction Method: Principal Component Analysis. 
Component Matrix(a) Component 
Quality of customer orientation . 
969 
Satisfaction of customers . 831 
Increase in customers . 
831 
* Figure 5.2.11. Factor Analysis for Customer satisfaction Component of 
Organizational Excellence 
Scree Plot 
0) 
ui 
Extraction Method: Principal Component Analysis aI components extracted. 
Component Number 
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> 5.2.15. Factor Analysis for Results component of Organizational 
Excellence 
1. The entered variables and their statistical measures are shown in the first Table. The 
indices have different means, with a maximum of 0.8 1, and a minimum of 0.69. In other words. 
the mean of the points in the model are above moderate. The variables' variances stand In 
a range of 0.21 to 0.23. In general, the Indices have had above moderate points and their 
variances in all cases are similar, which shows the integration of most responses in comparing 
the Indices. Totally, 204 questionnaires were used in this analysis. 
2. The correlations of the entered variables in the model are positive, at a level of 
moderate to above moderate. All of the correlations of the variables are significant and stand 
In a range of 0.48 to 0.63. They are confirmed and applicable to the population with a 
confidence level of more than 99%. 
3. The level of communality of each of the variables in extracting the mentioned factor 
is different in initial solution. The entered variables in the model have explained the variance 
at an above moderate level (at least 0.66). In general, it can be said that three of the 
variables had nearly significant roles in initial solution extraction. 
4. Total variance Table shows that component I has explained about 7 1% of the variances 
of the entered variable. Other components explain the remaining 29% of the variances. Since, 
In the research a standard of more than 50% is considered, it can be claimed for the 
component to be acceptable and appropriate to explain the variables with the mentioned 
conditions. 
5. Components matrix shows that in the final solution component 1 has explained at 
least 81% of the variance of the entered variable, using PCA method. This fact is presented 
In the scree plot (figure5.2.12) 
Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at an acceptable level of significance, and is therefore quite appropriate. 
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* Table 5.2.12. Factor Analysis for Results component of Organizational Excellence 
Descriptive Statistics Mean Std. Deviation Analysis N 
Employee satisfaction . 6945 . 21220 
204 
Public Image . 7733 . 22444 204 
Performance indicators . 8169 - 23227 
204 
Correlation Matrix 
Employee 
satisfaction 
Public Image 
Performance 
indicators 
Employee satisfaction 1.000 . 476 . 589 
Correlation Public Image . 476 1.000 . 
632 
Performance indicators . 589 . 632 
1.000 
Employee satisfaction . 000 . 
000 
Sig. (1-tailed) Public Image . 000 . 
000 
Performance indicators . 000 . 
000 
Communalities Initial Extraction 
Employee satisfaction 1.000 . 655 
Public Image 1.000 . 695 
[Performance indicators 1.000 - 783 
Extraction Method: Principal Component Analysis. 
9 Table 5.2.12. Factor Analysis for Results component of Organizational Excellence 
(continue) 
Initial Eigen values Extraction Sums of Squared Loadings 
Component 
Total 
% of The 
variance 
Cumulative 
% 
Total 
I % of The 
variance 
Cumulative 
% 
1 2.133 71.109 71.109 2.133 71.109 71.109 
2 . 527 17.572 88.680 
3 . 340 11.320 100-000 
Extraction Method: Principal Component Analysis. 
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Component Matrix(a) Component I 
Employee satisfaction . 810 
Public Image . 833 
Performance indicators . 885 
e Figure 5.2.12. Factor Analysis for Results component of Organizational Excellence 
Scree Plot 
1) 
> 
C 
0) 
LLI 
Component Number 
Extraction Method: Principal Component Analysis. aI components extracted. 
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5.2.16 Factor Analysis for internationalisation 
213 
1. The entered variables and their statistical measures are shown in the first Table. Since 
extracted factors have been used to explain the factor for components, their mean and the 
standard deviation are 0 and I respectively. In fact, the factorial analysis is used to reduce 
the variables, the extracted factor is standardized, therefore, their mean is 0 and the standard 
deviation is I. Totally, 196 cases have been used in this analysis. 
2. The correlations of the entered variables in the model are positive, and strong. All 
of the correlations of the variables are significant and stand in a range of 0.80 to 0.85. They 
are confirmed and applicable to the population with a confidence level of more than 99%. 
3. The level of communality of each of the variables in extracting the mentioned factor 
is different in initial solution. The entered variables in the model have explained the variance 
at an above moderate level (at least 0.86). In general, it can be said that the three the 
variables had nearly significant roles in initial solution extraction. 
Total variance Table shows that component I has explained about 88% the variances 
of the entered variable. Other components explain the remaining 12% of the variances. Since, 
in the research a standard of more than 50% is considered, it can be claimed for the 
component to be acceptable and appropriate to explain the variables with the mentioned 
conditions. 
Components matrix shows that in the final solution component I has explained at 
least 93% of the variance of entered variable, using PCA method. This fact is presented in the 
scree plot (figure 5.2.13). 
Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at an acceptable level of significance, and is therefore quite appropriate. 
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* Table 5.2.13. Factor Analysis for international isatio n 
Descriptive Statistics Mean Std. Deviation Analysis N 
Attitudinal . 0000000 
1.00000000 196 
Structural . 0000000 
1.00000000 196 
Performance - 0000000 
1.00000000 196 
Correlation Matrix Attitudinal Structural Performance 
Attitudinal 1.000 . 797 . 819 
Correlation Structural . 797 1.000 . 847 
Performance . 819 . 847 1.000 
Attitudinal . 000 . 000 
Sig. (I -tailed) Structural . 000 . 000 
Perfon-nance . 000 . 000 
Communalities Initial Extraction 
Attitudinal 1.000 . 862 
Structural 1.000 . 882 
Performance 1.000 . 898 
Extraction Method: Principal Component Analysis. 
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Initial Eigen values Extraction Sums of Squared Loadings 
Component 
Total 
% of The 
variance 
Cumulative % Total 
% of The Cumulative % 
variance 
1 2.642 88.081 88.081 2.642 88.081 88.081 
2 . 208 
6.939 95.019 
3 . 149 
4.981 
I 
100.000 
Extraction Method: Principal Component Analysis. 
Component Matfix(a) Component I 
Attitudinal . 928 
Structural . 939 
Performance . 948 
0 Figure 5.2.13. Factor Analysis for internationalisation 
Scree Plot 
Co 
> 
C 
a) C) 
Lu 
Component Number 
Extraction Method: Principal Component Analysis, aI components extracted. 
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5.2.17 Factor Analysis for quality of corporate governance 
1. The entered variables and their statistical measures are shown in the first Table. Since 
extracted factors have been used to determine the factor for components. their mean and 
the standard deviation are 0 and I respectively. In fact, the factorial analysis is used to reduce 
the variables, the extracted factor is standardized, therefore, their mean Is 0 and the standard 
deviation is l. Totally, 196 cases have been used in this analysis. 
2. The correlations of the entered variables in the model are positive, and strong. All 
of the correlations of the variables are significant and stand in a range of 0.80 to 0.85. They 
are confirmed and applicable to the population with a confidence level of more than 99%. 
3. The level of communality of each of the variables in extracting the mentioned factor 
is different in initial solution. The entered variables in the model have explained the variance 
at an above moderate level (at least 0.86). In general, it can be said that three of the 
variables had nearly significant roles In Initial solution extraction. 
4. Total variance Table shows that component I has explained about 88% of the variances 
of the entered variable. Other components explain the remaining 12% of the variances. Since, 
In the research a standard of more than 50% is considered, it can be claimed for the 
component to be acceptable and appropriate to explain the variables with the mentioned 
conditions. 
5. Components matrix shows that in the final solution- component I has explained at 
least 93% of the variance of the entered variable, using PCA method. This fact is presented 
in the scree plot (figure 5.2.14). 
Under these circumstances, It can be said that the extracted factor explains the entered 
variables in the model at an acceptable level of significance, and is therefore quite appropriate. 
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9 Table 5.2.14. Factor Analysis for quality of corporate governance 
Descriptive Statistics Mean Std. Deviation Analysis N 
Transparency -. 0435917 1.01391848 196 
Accountability -. 0239374 1.00966471 196 
Responsibility -. 0223539 1.02185811 196 
Fairness 
. 0000000 1.00000000 196 
Correlation Matrix Transparency Accountability Responsibility Fairness 
Transparency 1.000 . 396 . 171 . 
972 
r. 0 Accountability . 396 1.000 . 427 . 
384 
Responsibility 
. 171 . 427 
1.000 . 115 0 U Fairness 
. 972 . 384 . 115 
1.000 
Transparency 
. 000 . 008 . 
000 
110 
Accountability . 000 . 000 . 000 
Responsibility . 008 . 000 . 
055 
to iz Fairness 
. 000 . 000 . 055 
Communalities Initial Extraction 
Transparency 1.000 . 859 
Accountability 1.000 . 458 
Responsibility 1.000 . 174 
Fairness 
1-- 
1.000 . 833 
txTxacuon method: Principal Component Analysis. 
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Initial Eigen values Extraction Sums of Squared Loadings 
1z 0 % of The % of The 04 E Total Cumulative % Total Cumulative % 
0 U variance variance 
1 2.324 58.089 58.089 2.324 1 58.089 58.089 
2 1.130 28.251 86.340 
3 . 520 13.000 
99.340 
. 026 . 
660 100.000 
Extraction Method: Principal Component Analysis. 
Component Matrix(a) Componentl 
Transparency . 927 
Accountability . 677 
Responsibility . 417 
Fairness . 913 
Figure 5.2.14. Factor Analysis for quality of corporate governance 
Scree Plot 
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ui 
2.5- 
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23 
Component Number 
Extraction Method: Principal Component Analysis. aI components extracted. 
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5.2.18 Factor Analysis for organizational Excellence 
1. The entered variables and their statistical measures are shown in the first Table. Since 
extracted factors have been used to determine the factor for components, their mean and 
the standard deviation are 0 and 1 respectively. In fact, the factorial analysis is used to reduce 
the variables, the extracted factor is standardized, therefore, their mean is 0 and the standard 
deviation Is 1. Totally, 200 cases have been used in this analysis. 
2. The correlations of the entered variables In the model are positive, and at a moderate 
to above moderate level. All of the correlations of the variables are significant and stand In 
a range of 0.43to 0.74. They are confirmed and applicable to the population with a confidence 
level of more than 99%. 
3. The level of communality of each of the variables In extracting the mentioned factor 
is different In initial solution. The entered variables in the model have explained the variance 
at an above moderate level (at least 0.58). In general, it can be said that the three the 
variables had nearly significant roles in initial solution extraction. 
4. Total variance Table shows that component 1 has explained about 7 1% of the variances 
of the entered variable. Other components explain the remaining 29% of the variances. Since, 
In the research a standard of more than 50% is considered, it can be claimed for the 
component to be acceptable and appropriate to explain the variables with the mentioned 
conditions. 
5. Components matrix shows that in the final solution component I has explained at 
least 76% of the variance of the entered variable, using PCA method. This fact is presented 
in the scree plot (figure 5.2.15). 
Under these circumstances, it can be said that the extracted factor explains the entered 
variables in the model at an acceptable level of significance, and is therefore quite appropriate. 
220 
e Table 5.2.15. Factor Analysis for Organizational Excellence 
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Descriptive Statistics Mean Std. Deviation Analysis N 
Strategy Development and Deployment . 0019357 1.00990517 200 
Human Resource development . 0028687 1.01570952 200 
Systems and procedures . 0102996 1.00730492 200 
Customer satisfaction . 0141608 1.00489910 200 
Results -. 0030360 1.00976634 200 
Strategy Human Resource Systems Customer Correlation Matrix Development and development and satisfaction 
Results 
Deployment procedures 
Strategy 
Development 1.000 . 602 . 603 . 432 . 603 
and Deployment 
Human 
Z, Resource . 602 1.000 . 704 . 634 . 631 development 
Systems and 
procedures . 
603 . 704 1.000 . 645 . 728 
Customer 
432 . 634 . 645 1.000 744 satisfaction . 
- 
. 
Results 
. 603 . 
631 . 728 . 744 
-- 1.000 
Strategy 
Development . 000 . 000 . 
000 
. 000 
and Deployment 
Human 
Resource . 000 . 
000 . 000 . 000 development 
Systems and 000 . 000 . 000 . 000 ýz procedures . 
Customer 000 . 000 . 
000 
. 000 satis action . 
Results . 000 . 000 . 
000 . 000 
Communalities Initial Extraction 
Strategy Development and Deployment 1.000 . 579 
Human Resource development 1.000 
. 722 
Systems and procedures 1.000 . 774 
Customer satisfaction 1.000 . 680 
Results 1.000 
. 784 
Extraction Method. Principal Component Analysis. 
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Extraction Sums of Squared 
Initial Eigen values 
Loadings 
E % of The % of The 
0 Total Cumulative % Total Cumulative % U 
variance variance 
1 3.539 70.786 70.786 3.539 70.786 70.786 
2 . 586 11.725 
82.511 
3 
. 
377 7.540 90.051 
4 . 299 5.984 
96.035 
5 
. 
198 3.965 100.000 
Extraction Method: Principal Component Analysis. 
Component Matrix(a) Component I 
Strategy Development and Deployment - 761 
Human Resource development . 950 
Systems and procedures . 880 
Customer satisfaction . 824 
Results . 886 
0 Figure 5.2.15. Factor Analysis for organizational Excellence 
cl) 
Co 
> 
C 
C) 
w 
Component Number 
Extraction Method: Principal Component Analysis. aI components extracted. 
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5.3 Testing hypothesis 
> 5.3.1 Correlations 
Introduetion 
Generally, in statistical tests on the data, the basic assumption is that the data are 
convertible from ordinal scale to quantitative data. Yet, in one hand. efforts have been made 
to find appropriate numerical values for analysis by the use of normalization of the data. 
On the other hand, in order to prevent the effect of this Ignorance in scale affecting the results, 
two ways of correlation, I. e. Pearson and Spearman, were simultaneously used. 
1. HO: The quality of corporate governance is not positively and significantly correlated 
with the Internationalisation of the companies. 
2. H 1: The quality of corporate governance is positively and significantly correlated with 
the Internationalisation of the companies. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the variables. A confidence level of 95% and 
error level of 5% were considered to reject or confirm the hypothesis. The results are as 
follows: 
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Figure 5.3.1.1he results for correlation test between IN and CG 
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Corporate 
Pearson internationalisation. 196 0.917 0.000 Confirmed 
governance 
Corporate 
Spearman intemationalisation 196 0.921 0.000 Confirmed 
governance 
The results show that with 95% minimum confidence there is a strong, positive, and 
significant relationship between internationalisation and corporate governance. Spearman 
correlation being a little higher shows that a little amount of correlation Is related to the two 
variables' non-linear relationship. 
Based on the above results, the research hypothesis Is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson 84% coefficient of variation of the differences (variations) in dependent the 
variable can be justified and Interpreted with the differences (variations) in Independent the 
variable. The remaining 16% is due to the other variables which were not considered here. 
3. HO: The quality of corporate governance is positively and significantly correlated with 
the internationalisation of the companies and organizational excellence does not mediate the 
relationship. 
4. H 1: The quality of corporate governance Is positively and significantly correlated with 
the Internationalisation of the companies and organizational excellence mediates the 
relationship. 
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Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the variables. A confidence level of 95% and 
error level of 5% were considered to reject or confirm the hypothesis. The results are as 
follows: 
Table 5.3.2. The results for correlation test between CG and IN 
S -; S ý. 111 U bo kel (. ) 
ON 
z 
a 00 C4 () 0 u u u U5 
Corporate 
Pearson Intemationalisation 196 0.917 0.000 confirmed 
governance 
Organizati 
Corporate 
Speannan Internationalisation onal 185 0.908 0.000 confirmed 
governance 
excellence 
The results show that with 95% minimum confidence. there is a strong, positive, and 
significant relationship between internationalisation and corporate governance. When the 
correlation of these two the variables is controlled with the third the variable, i. e. organizational 
excellence, the correlation still remains high at an acceptable level. Thus, it can not be claimed 
that the correlation between the two the variables, i. e. corporate governance and 
internationalisation, is due to the third the variable, namely organizational excellence. There 
has been a minor reduction of 0.0 1 in correlation level; however, it has not been so great to 
make the correlation between the two main the variables meaningless. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. In other words, it can not be claimed the significant and positive 
relationship between the two the variables is due to the mediating effect of organizational 
excellence. 
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5. HO: Transparency In corporate governance system is not positively and significantly 
correlated with organizational excellence. 
6. H 1: Transparency in corporate governance system is positively and significantly 
correlated with organizational excellence. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
Table 5.3.3. The results for correlation test between OE and TCG 
&6-4 
0 
ITZ M E- "0 . r. 0. Z 
A 
u 
> 
0 > 10 
0 
0 
2u 
u 
Organizational 
Pearson transparency 208 0.434 0.000 Confinned 
excellence 
Organizational 
Spearman transparency 208 0.538 0.000 Confirmed 
excellence 
The results show that with 95% minimum confidence. there Is an Intermediate, positive, 
and significant relationship between transparency in corporate governance system and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. Based on the above 
results, the research hypothesis is confirmed with the minimum confidence of 95%. Coefficient 
of variation can be used to investigate the level of effect. In this case, Pearson coefficient of 
variation means 19% of the differences (variations) in dependent the variable, Le. organizational 
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excellence can be justified and interpreted with the differences (variations) In independent 
the variable, I. e. transparency in corporate governance system. The remaining 81% is due to 
the other variables. which were not considered here. 
7. HO: Accountability in corporate governance system is not positively and significantly 
correlated with organizational excellence. 
8. HI: Accountability in corporate governance system is positively and significantly 
correlated with organizational excellence. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
* Table 5.3.4. The results for correlation test between OE and ACG 
79 
0 
tZ 
4) 
P 4 1ý U 
Organizational 
Pearson accountability 200 0.640 0.000 Confirmed 
excellence 
Organizational 
Spearman accountability 200 0.640 0.000 Confirmed 
excellence 
The results show that with 95% minimum confidence, there is an intermediate, positive, 
and significant relationship between accountability In corporate governance system and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
of correlation Is related to the two variables' non-linear relationship. 
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Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson 4 1% coefficient of variation of the differences (variations) in dependent the 
variable, Le. organizational excellence, can be justified and interpreted with the differences 
(variations) in independent the variable, i. e. accountability in corporate governance system. The 
remaining 59% is due to the other variables which were not considered here. 
9. HO: Fairness in corporate governance system is not positively and significantly 
correlated with organizational excellence. 
10. H 1: Fairness in corporate governance system is positively and significantly correlated 
with organizational excellence. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables., Pearson 
and Spearman correlations were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
o Tablc5.3.5. The results for correlation test between OE and FCG 
Hypo. Testing 
Type of Dependent the Independent Correlation Significant 
No. results (95% 
correlation variable the variable level level 
confidence) 
Organizational 
Pearson fairness 188 0.466 0.000 Confirmed 
excellence 
Organizational 
Spearman fairness 188 0.536 0.000 Confirmed 
excellence 
The results show that with 95% minimum confidence, there is an Intermediate, positive. 
and significant relationship between fairness In corporate governance system and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
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of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis Is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation means 22% of the differences (variations) in dependent 
the variable, i. e. organizational excellence, can be justified and interpreted with the differences 
(variations) in independent the variable, i. e. fairness in corporate governance system. The 
remaining 78% is due to the other variables which were not considered here. 
11. HO: Responsibility in corporate governance system is not positively and significantly 
correlated with organizational excellence. 
12. H 1: Responsibility In corporate governance system is positively and significantly 
correlated with organizational excellence. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
Table5-3.6. The results for correlation test between OE and RCG 
Hypo. 
Type of Dependent the Independent Correlation Significant Testing No. 
correlation variable the variable level level results (95% 
confidence) 
Organizational 
Pearson responsibility 200 0.139 0.049 Confirmed 
excellence 
Organizational 
Spearman responsibility 200 0.161 0.023 Confirmed 
I excellence 
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The results show that with 95% minimum confidence, there is an intermediate, positive, 
and significant relationship between responsibility in corporate governance system and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation means 2% of the differences (variations) in dependent 
the variable, Le. organizational excellence, can be justified and interpreted with the differences 
(variations) In independent the variable, i. e. responsibility In corporate governance system. 
The remaining 98% is due to the other variables which were not considered here. 
13. HO: Organizational excellence Is not positively and significantly correlated with the 
attitudinal measures of corporation internationallsation. 
14. Hl: Organizational excellence is positively and significantly correlated with the 
attitudinal measures of corporation internationalisation. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
* Table5.3.7. The results for correlation test between OE and AIN 
Dependent Hypo. Testing 
Type of Independent Correlation Significant 
the No. results (95% 
correlation the variable level level 
variable confidence) 
Organizational 
Pearson attitudinal 188 0.324 0.000 Confirmed 
excellence I 
Organizational 
Spearman attitudinal 188 0.433 
I 
0.000 Confirmed 
I xcellence 
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The results show that with 95% minimum confidence. there is a weak, positive. and 
significant relationship between the attitudinal measures of corporation Internationalisation 
and organizational excellence. Spearman correlation being a little higher shows that a little 
amount of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation means 10.5% of the differences (variations) in dependent 
the variable, Le. the attitudinal measures of corporation internationalisation, can be justified 
and interpreted with the differences (variations) In independent the variable, Le. organizational 
excellence. The remaining 89.5% is due to the other variables which were not considered here. 
16. HO: Organizational excellence is not positively and significantly correlated with the 
structural measures of corporation internationalisation. 
17. H 1: Organizational excellence is positively and significantly correlated with the 
structural measures of corporation internationalisation. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
Table 5.3.8. The results for correlation test between OE and SIN 
Typeof Independent Dependent Correlation Significant 
Hypo. Testing 
correlation the variable the variable 
No. 
level level results 
(95% 
confidence) 
Organizational 
Pearson structural 188 0.438 0.000 Confirmed 
excellence 
Organizational 
Spearman 
excellence 
structural 188 0.536 0.000 Confirmed 
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The results show that with 95% minimum confidence, there is an intermediate, positive, 
and significant relationship between structural measures of corporation internationalisation 
and organizational excellence. Spearman correlation being a little higher shows that a little 
amount of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation means 19.5% of the differences (variations) in dependent 
the variable. i. e. structural measures of corporation internationalisation, can be justified and 
Interpreted with the differences (variations) in Independent variable, i. e. organizational 
excellence. The remaining 80.5% is due to the other variables which were not considered here. 
18. HO: Organizational excellence is not positively and significantly correlated with the 
performance measures of corporation internationalisation. 
19. H I: Organizational excellence is positively and significantly correlated with the 
performance measures of corporation Internationalisation. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
* Table 5.3.9. The results for correlation test between OE and PIN 
Hypo. Testing Type of Independent Dependent Correlation Significant 
No. results (95% correlation the variable the variable level level 
confidence) 
Organizational 
Pearson performance 188 0.393 0.000 Confirmed 
excellence 
Organizational 
Spearman performance 188 0.508 0.000 Confirmed 
I excellence II 
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The results show that with 95% minimum confidence. there is an Intermediate, positive, 
and significant relationship between performance measures of corporation internationalisation 
and organizational excellence. Spearman correlation being a little higher shows that a little 
amount of correlation Is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson 15.5% coefficient of variation of the differences (variations) In dependent the 
variable, i. e. performance measures of corporation internationalisation. can be justified and 
interpreted with the differences (variations) in independent variable, Le. organizational 
excellence. The remaining 84.5% Is due to other the variables which were not considered here. 
19. HO: CG is not positively and significantly correlated with the attitudinal measures in 
Internationalisation. 
20. H 1: CG is positively and significantly correlated with the attitudinal measures In 
internationalisation. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlation were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
* Table 5.3-10. The results for correlation test between CG and AIN 
Type of Independent Dependent Correlation Significant 
HYPO. Testing 
correlation the variable the variable 
No. 
level level results (95% 
confidence) 
Corporate 
Pearson attitudinal 196 0.813 0.000 Confirmed 
governance 
Corporate 
Spearman attitudinal 196 0.838 0.000 Confirmed 
governance_ I II I I 
CHAPTER 5. FINDINGS 233 
The results show that with 95% minimum confidence, there Is a strong, positive, and 
significant relationship between attitudinal measures in internationalisation and corporate 
governance. Spearman correlation being a little higher shows that a little amount of correlation 
is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson 66% coefficient of variation means the differences (variations) in dependent 
variable, i. e. attitudinal measures in internationalisation, can be justified and Interpreted with 
differences (variations) in Independent variable, i. e. corporate governance. The remaining 34% 
is due to the other variables which were not considered here. 
21. HO: CG is not positively and significantly correlated with the structural measures In 
Internationalisation. 
22. H 1: CG is positively and significantly correlated with the structural measures in 
Internationalisation. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
* Table 5.3.11. The results for correlation test between CG and SIN 
Dependent Hypo. Testing 
Type of Independent Correlation Significant 
the No. results (95% correlation the variable level level 
variable confidence) 
Corporate 
Pearson Structural 196 0.907 0.000 Confirmed 
governance 
Corporate 
Spearman structural 196 0.903 0.000 Confirmed 
governance I I I I 
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The results show that with 95% minimum confidence, there is a strong. positive, and 
significant relationship between the structural measures in internationalisation and corporate 
governance. Spearman correlation being a little higher shows that a little amount of correlation 
is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis Is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation means 82.5% of the differences (variations) in dependent 
the variable, Le. structural measures In internationalisation, can be justified and Interpreted 
with the differences (variations) in independent the variable. i. e. corporate governance. The 
remaining 17.5% is due to the other variables which were not considered here. 
23. HO: CG is not positively and significantly correlated with the performance measures 
in internationalisation. 
24. H 1: CG Is positively and significantly correlated with the performance measures In 
internationalisation. 
Testing hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the above the variables. A confidence level of 
95% and error level of 5% were considered to reject or confirm the hypothesis. The results 
are as follows: 
Table 5.3-12. The results for correlatlon test between CG and PIN 
Type of Independent Dependent Correlation Significant 
Hypo. Testing 
correlation the variable the variable 
No. 
level level results 
(95% 
confidence) 
Corporate 
Pearson Performance 196 0.858 0.000 Confirmed 
governance 
Corporate 
Spearman performance 196 0.862 0.000 Confirmed 
J L governance I I I I 
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The results show that with 95% minimum confidence, there is a strong, positive, and 
significant relationship between the performance measures in internationalisation and 
corporate governance. Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation means 74% of the differences (variations) in dependent 
the variable, i. e. performance measures in internationalisation, can be justified and interpreted 
with the differences (variations) in independent the variable, i. e. corporate governance. The 
remaining 26% is due to the other variables which were not considered here. 
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00- 5.4 The effect of independent the variables on main dimension of 
the model 
Introduetion 
In this part. considering the variables of the research, effort was made to investigate the 
effect of the intervening Independent the variables such as level of education, type of 
ownership, and total work experience on corporate governance. internationalisation. and 
organizational excellence. 
First, the quantitative data of the ordinal scale "strongly disagree" and "strongly 
agree" for all indices were calculated. Then, these values were normalized. Next, through 
factor analysis, all indices of each dimension were extracted to an appropriate factor. After 
being normalized, the obtained points (values) were used as the variable of the dimension in 
this analysis. 
HO- Level of education does not affect internationalisation. In other words. the 
respondents with different educational levels have not given different points to 
Internationalisation. 
Hl- Level of education affects internationalisation. In other words, the respondents with 
different educational levels have given different points to Internationalisation. 
Statistieal tests 
To test the above mentioned hypothesis, a one-way ANOVA was run. A confidence level 
of 95% and error level of 5% were considered to either reject or confirm the hypothesis. The 
results obtained from the analysis of the variance including description of statistical Indices, 
F test, and TukeyB test for the homogeneity of the means will follow. 
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e Table 5.4.1. Descriptive (Education and IN) 
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e Table 5.4.2. ANOVA (Education and IN) 
Sum of df Mean Square F Sig. Squares 
Between Gr'oups 1.753 2 . 876 . 875 . 
418 
Within Groups 193.247 193 1.001 
Total 195.000 195 
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9 Table 5.4-3. Homogeneous Subsets (Education and IN) 
education N 
Subset for alpha = . 
05 
4 years of university degree 60 -. 1153028 
M. S or MBA 88 . 0016868 
PhD & M. D 48 . 1410359 
Means for groups in homogeneous subsets are displayed. 
a Uses Harmonic Mean Sample Size = 61.395. 
b The group sizes are unequal. The harmonic mean of the group sizes is used. Type I error 
levels are not guaranteed. 
e Figure 5.4.1. Mean Plot (Education and IN) 
c 
2 
01 410 
The above results show that with a minimum confidence level of 95% (significant 
level=o. 4 18), the intervening independent variable, i. e. level of education, does not affect 
internationalisation. In other words, the respondents with different levels of education have 
not given different points to internationalisation. The result is applicable. 
Mean by indepedant varible 
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For further investigation and determining the amount (level) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence, the respondents with 
different levels of education have given similar points to the mentioned dimension. These 
results are applicable to the population. 
HO- Level of education does not affect corporate governance. In other words, the 
respondents with different educational levels have not given different points to corporate 
governance. 
Hl- Level of education affects corporate governance, In other words, the respondents 
with different educational levels have given different points to corporate governance. 
Statistical tests 
To test the above mentioned hypothesis, a one-way ANOVA was run. A confidence level 
of 95% and error level of 5% were considered to either reject or confirm the hypothesis. The 
results obtained from the analysis of the variance including description of statistical indices, 
F test, and TukeyB test for the homogeneity of the means will follow. 
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e Table 5.4.4. Descriptive (Education and CG) 
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* Table 5.4.5. ANOVA (Education and CG) 
Sum of Squares df Mean Square F Sig. 
Between Groups 1.573 2 . 
786 
. 
785 
. 458 
Within Groups 193.427 193 
- 
1.002 
Total 195.000 I 19 5 E ý- 
9 Table 5.4.6. Homogeneous Subsets (Education and CG) 
education N 
Subset for alpha = . 05 
4 years of university degree 60 -. 1093275 
AS or MBA 88 . 
0017382 
PhD & AD 48 
. 1334727 
CHAPTER 5. FINDINGS 241 
Means for groups in homogeneous subsets are displayed. 
a Uses Harmonic Mean Sample Size = 61.395. 
b The group sizes are unequal. The harmonic mean of the group sizes is used. Type I error 
levels are not guaranteed 
9 Figure 5.4.2. Mean Plot (Education and CG) 
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The above results show that with a minimum confidence level of 95% (significant 
level=o. 458), the intervening independent variable, i. e. level of education, does not affect 
corporate governance. In other words, the respondents with different levels of education have 
not given different points to corporate governance. The result is applicable. 
For further investigation and determining the amount (level) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence, the respondents with 
different levels of education have given similar points to the mentioned dimension. These 
results are applicable to the population. 
HO- Level of education does not affect organizational excellence. In other words, the 
Mean by indepedant varible 
-------------------------------------------- 
/ 
I 
/ 
respondents with different education levels have not given different points to organizational 
242 
excellence. 
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Hl- Level of education affects organizational excellence. In other words. the respondents 
with different education levels have given different points to organizational excellence. 
Statisdeal tests 
To test the above mentioned hypothesis, a one-way ANOVA was used. A confidence level 
of 95% and error level of 5% were considered to either reject or confirm the hypothesis. The 
results obtained from the analysis of the variance including description of statistical Indices. 
F test, and TukeyB test for the homogeneity of the means will follow. 
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* Table 5.4.8. ANOVA (Education and OE) 
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ANOVA 
Sum of 
Squares 
df Mean Square F Sig. 
Between Groups 5.483 2 2.741 2.791 . 064 
Within Groups 193.517 197 . 982 
Total 199.000 199 
Table 5.4.9. Homogeneous Subsets (Education and OE) 
education N 
Subset for alpha = . 05 
1 
4 years of university degree 68 -. 2280736 
PhD & M. D 48 . 0770329 
M. S or MBA 84 . 1406122 
Means for groups in homogeneous subsets are displayed. 
a Uses Harmonic Mean Sample Size = 63.232. 
b The group sizes are unequal. The harmonic mean of the group sizes is used. Type I error 
levels are not guaranteed. 
244 CHAPTER 5. FINDINGS 
* Figure 5.4.3. Mean Plot (Education and OE) 
Mean by indepedant varible 
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The above results show that with a minimum confidence level of 95% (significant 
level=0.064) the intervening independent variable, i. e. level of education, does not affect 
organizational excellence. In other words, the respondents with different levels of education 
have not given different points to organizational excellence. The result is applicable. 
For further investigation and determining the amount (level) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence, respondents with different 
levels of education have given similar points to the mentioned dimension. These results are 
applicable to the population. 
HO- Type of ownership does not affect international isation. In other words, the 
respondents working in the companies with different types of ownership have not given 
different points to internationalisation. 
Hl- Type of ownership affects international isation. In other words, respondents working 
in the companies with different types of ownership have given different points to 
internationalisation. 
01 
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Statistical tests 
To test the above mentioned hypothesis. a one-way ANOVA was run. A confidence level 
of 95% and error level of 5% were considered to either reject or confirm the hypothesis. The 
results obtained from the analysis of the variance including description of statistical indices, 
F test, and TukeyB test for the homogeneity of the means will follow. 
Table 5.4.10 Descriptive (Type of ownership and IN) 
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N m E E 
C/) Lower Bound Upper Bound 
public, 
W) C-4 
CIA 
00 r- 
011 
C) 00 tf) 
1 
foundations 
80 m IZT W) 00 rf) 
G 
It 
W) 
ff) 4 
00 
11C W) 
.0 
r- (11 It 
cc C: ) 
m 
all 
C) 10 W) 
' 
C14 W1 00 
governmental 76 00 m 00 C) 
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rf) I-- kf) Cn C) 
W) 
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_r 
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00 
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Total 196 Oc 
C) 00 CD N 
0 Table 5.4.11. ANOVA (Type of ownership and IN) 
I SUM of Squares df Mean Square F Sig. 
Between Groups 7.253 2 3.627 3.728 . 
026 
Within Groups 187.747 193 
. 
973 
Total 195.000 195 
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& Table 5.4.12. Homogeneous subsets (Type of ownership and 
IN) 
f ration ld h h N 
Subset for alpha = . 05 
corpo er o o are main s I I 
private 40 -. 2976052 
public, foundations 80 -. 0543225 1 
-. 0543225 
governmental 76 
1- 2138159 
* Figure 5.4.4. Mean Plot (Type of ownership and IN) 
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The above results show that with a minimum confidence level of 95% (significant 
levei=0.026), the intervening independent variable, i. e. type of ownership, affects 
internationalisation. In other words, the respondents working in the companies with different 
types of ownership have given different points to internationalisation. The result is applicable 
to the population. 
For further investigation and determining the amount (level) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence, the respondents working 
in the state- owned companies have given more points to the mentioned dimension than 
those working in the private companies. These results are applicable to the population. 
190 
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HO- Type of ownership does not affect corporate governance. In other words, the 
espondents working in the companies with different types of ownership have not given 
ifferent points to corporate governance. 
Hl- Type of ownership affects corporate governance. In other words, the respondents 
vorking in the companies with different types of ownership have given different points to 
orporate governance. 
Statistical tests 
To test the above mentioned hypothesis, a one-way ANOVA was run. A confidence level 
A 95% and error level of 5% were considered to either reject or confirm the hypothesis. The 
esults obtained from the analysis of the variance including description of statistical indices, 
F test, and TukeyB test for the homogeneity of the means will follow. 
Table 5.4.13. Descriptive (Type of ownership and CG) 
95% Confidence Interval for Mean 
N Cd t LT E E 
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00 
011 
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9 Table 5.4.14. ANOVA (Type of ownership and CG) 
Sum of Squares df Mean Square F Sig. 
Between Groups 14.196 2 7.098 7.577 . 001 
Within Groups 180.804 193 . 937 
Total 195.000 
1 
195 
1 
9 Table 5.4.15. Homogeneous Subsets (Type of ownership and CG) 
main shareholder of corporation N 
Subset for alpha = . 05 
2 
private 40 -. 5089073 
public, foundations 80 . 0457095 
governmental 76 .2 1-97 3,06 
9 Figure 5.4.5. Mean Plot (Type of ownership and CG) 
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The above results show that with a minimum confidence level of 95% (significant 
levei=0.001), the intervening independent variable. i. e. type of ownership. affects corporate 
governance. In other words, the respondents working in the companies with different types 
of ownership have given different points to corporate governance. The result is applicable to 
4_4; Os 
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the population. 
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For further investigation and determining the amount (level) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence, the respondents working 
in state- owned companies have given more points to the mentioned dimension than those 
working in private companies. These results are applicable to the population. 
HO- Type of ownership does not affect organizational excellence. In other words, the 
respondents working in the companies with different types of ownership have not given 
different points to organizational excellence. 
H1- Type of ownership affects organizational excellence. In other words, the respondents 
working in companies with different types of ownership have given different points to 
organizational excellence. 
Statistical tests 
To test the above mentioned hypothesis, a one-way ANOVA was run. A confidence level 
of 95% and error level of 5% were considered to either reject or confirm the hypothesis. The 
results obtained from the analysis of the variance including description of statistical indices, 
F test, and TukeyB test for the homogeneity of the means will follow. 
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e Table 5.4.16. Descriptive (Type of ownership and OE) 
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00 
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IT 
C\ 
Cn 
TT C*1 C) 1 
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rn 0 1 
e Table 5.4.17. ANOVA (Type of ownership and OE) 
Sum of Squares df Mean Square F Sig. 
Between Groups 3.311 2 1.656 1.667 
. 191 
Within Groups 195.689 197 . 993 
Total 199.000 199 
o Table 5.4.18. setsHomogencous Sub (Type of ownership and OE) 
main shareholder of corporation N 
Subset for alpha = . 05 
public, foundations 92 -. 1145286 
pnvate 40 -. 0326277 
governmental 68 . 1741432 
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. Figure 5.4.6. Mean Plot (Type of ownership and OE) 
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The above results show that with a minimum confidence level of 95% (significant 
level=O. 19 1), the intervening independent the variable, i. e. type of ownership, does not affect 
organizational excellence. In other words. the respondents working in the companies with 
different types of ownership have not given different points to organizational excellence. The 
result is applicable to the population. For further investigation and determining the amount 
(level) of homogeneity of the means, TukeyB test was used. The results show that with 95 % 
confidence, the respondents working in both the state-owned and private companies have 
given similar points to the mentioned dimension. These results are applicable to the population 
with 95% confidence. 
HO- Total work experience does not affect internationalisation. In other words, the 
respondents with different work experience have not given different points to 
internationalisation. 
Hl- Total work experience affects internationalisation. In other words, the respondents 
with different work experience have given different points to internationalisation. 
Statistical tests 
To test the above mentioned hypothesis, a one-way ANOVA was run. A confidence level 
of 95% and error level of 5% were considered to either reject or retain the hypothesis. The 
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results obtained from the analysis of the variance including description of statistical indices, 
F test, and TukeyB test for the homogeneity of the means will follow. 
Table 5.4.19. Descriptive (Total work experience and IN) 
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* Table 5.4.20. ANOVA (Total work experience and IN) 
Sum of 
Squares 
df Mean Square F Sig. 
Between Groups 20.486 4 5.121 5.605 . 000 
Within Groups 174.514 191 . 914 
Total 195.000 195 
Table 5.4.21. Homogeneous Subsets (Total work experience and IN) 
erience Total Years of ex N 
Subset for alpha = . 05 
p 
21-25 56 -. 3475906 
11-15 16 -. 2174332 -. 21174332 
10 and less than 10 44 - 1678939 -. 1678938 
16-20 28 . 3070027 
26 and more 52 . 4179749 
* Figure 5.4.7. Mean plot (Relation between total work experience and IN) 
Mean by indepedant varible 
c 
9. - 
0 
a) 2 
The above results show that with a minimum confidence level of 95% (significant 
level=0.000), the intervening independent variable, i. e. total work experience affects 
internationalisation. In other words, the respondents with different work experience have 
given different points to internationalisation. The result is applicable to the population. 
70 
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For further investigation and determining the amount Oevel) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence. the respondents with less 
work experience (mean 0.35-) have given fewer points to the mentioned dimension, while 
those with more experience(mean 0.42) have given more points to the dimension. These results 
are applicable to the population. 
HO- Total work experience does not affect corporate governance In other words, the 
respondents with different work experience have not given different points to corporate 
governance. 
Hl- Total work experience affects corporate governance In other words, the respondents 
with different work experience have given different points to corporate governance. 
Statistieal tests 
To test the above mentioned hypothesis, a one-way ANOVA was run. A confidence level 
of 95% and error level of 5% were considered to either reject or confirm the hypothesis. The 
results obtained from the analysis of the variance Including description of statistical Indices, 
F test, and TukeyB test for the homogeneity of the means will follow. 
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9 Table 5.4.22. Descriptive (Total work experience and CG) 
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* Table 5.4.23. ANOVA (Total work experience and CG) 
Sum of Squares df Mean Square F Sig. 
Between Groups 5.472 4 1.368 1.379 . 243 
Within Groups 189.528 191 . 992 
Total 195.000 195 
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* Table 5.4.24. Homogeneous Subsets (Total work experience and CG) 
erience T lY ars of ex t N 
Subset for alpha = . 05 
o e p a 
11-15 16 -. 1561580 
21-25 56 -. 1295712 
10 and less than 10 44 -. 1053307 
16-20 28 . 0226039 
26 and more 52 . 2645415 
e Figure 5.4.8. Mean Plots (Total work experience and CG) 
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The above results show that with a minimum confidence level of 95% (significance level= 
0,243), the intervening independent variable, i. e. total work experience, does not affect 
corporate governance. In other words, the respondents with different work experience have 
not given different points to corporate governance. The result is applicable to the population. 
For further investigation and determining the amount (level) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence respondents with total 
work experience have given similar points to the mentioned dimension. These results are 
applicable to the population. 
10 
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HO- Total work experience is not positively and significantly correlated with the marks 
given to organizational excellence. In other words, the respondents with different work 
experience have not given different marks to organizational excellence. 
Hl- Total work experience is positively and significantly correlated with the marks given 
to organizational excellence In other words, the respondents with different work experience 
have given different marks to organizational excellence. 
Statistical tests 
To test the above mentioned hypothesis, a one-way ANOVA was used. A confidence level 
of 95% and error level of 5% were considered to either reject or retain the hypothesis. The 
results obtained from the analysis of the variance including description of statistical indices, 
F test, and TukeyB test for the homogeneity of the means will follow. 
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e Table 5.4.25. Descriptive (Total work experience and OE) 
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* Table 5.4.26. ANOVA (Total work experience and OE) 
259 
Sum of Squares df Mean Square F Sig. 
Between Groups 23.706 4 5.926 6.593 
f 
. 
000 
t 
Within Groups 175.294 195 . 899 
1 
Total 199.000 199 
Table 5.4.27. Homogeneous Subsets (Total work experience and OE) 
Total Years of ex erience N 
Subset for alpha ý . 05 
p 
II 
-23 
2 
16-20 28 -. 6377593 
1 
11-15 20 -. 4851731 4851731 
U 
21-25 
1 
60 64699 . 
04 
10 and less than 10 40 . 
1623414 
26 and more 52 . 
3515168 
Means for groups in homogeneous subsets are displayed. 
a Uses Harmonic Mean Sample Size = 34.104. 
b The group sizes are unequal. The harmonic mean of the group sizes is used. Type I error 
levels are not guaranteed. 
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* Figure 5.4.9. Mean plot (Relation between total work experience and OE) 
Mean by indepedant varible 
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The above results show that with a minimum confidence level of 95% (meaningful level: 
0.000), the intervening independent variable, i. e. total work experience, correlates with the 
marks given to organizational excellence. In other words, the respondents with different work 
experience have given different marks to organizational excliency. The result is extendable to 
the population. 
For further investigation and determining the amount (level) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence, the respondents with 
medium total work experience have given similar marks to the mentioned dimension. These 
results are extendable to the population. 
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110- 6.1 Summary of literature review 
This chapter summarizes the findings of the study. First, literature and conceptual model 
are reviewed and theoretical findings are presented. Then, conceptual model of the study and 
the methodology are explained. Next, primary findings, Including analysis of research findings, 
using factorial analysis and correlation between variables, are presented. Finally, as secondary 
findings regarding the environment of the research profile of Iran, its economy and the status 
of companies are discussed. 
6.1.1 Literature and conceptual model 
>6.1.1.1 Corporatc Govemancc (CG) 
The term governance deals with the processes and systems by which an organization or 
society operates. Hence, corporate governance (CG) is the set of processes, customs, policies, 
laws, and institutions affecting the way a corporation Is directed, administered or controlled. 
CG also includes the relationship among the many players involved and the goals for which a 
corporation is governed. The principal players are the shareholders, management, and the 
board of directors. 
The basic principles of CG, fairness, transparency, accountability, and responsibility, are 
relevant all over the world. Promoting good CG can be especially beneficial to emerging market 
economies and countries. By adapting the principles of good CG, the companies and the 
developing countries can often command higher valuations, Improve their profitability, and 
gain better access to outside capital. Furthermore, the developing countries can attract more 
Interest from local and foreign investors and reduce their vulnerability to financial crises 
(World Bank Group, 2006). 
The question of how corporations should be governed to enhance corporate and economic 
performance has been widely discussed in the last two decades. Contemporary debates In this 
respect largely stem from the recognition of the centrality of major enterprises for allocating 
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resources in the economy. To this end, OECD Introduced the principles of CG, which set out 
a framework to support good practices. These cover six main areas; they call on governments 
to have in place an effective institutional and legal framework to support good practices. 
However, the specific challenges of upholding these principles depend on the ownership 
structures for corporate sector. Generally, two types of corporate ownership structures are 
Identified, namely, concentrated and dispersed structures. Nevertheless, the optimal 
governance structures for corporate enterprise have not yet been found. 
Whatever the structure, a good corporate governance system should address a wide range 
of issues including agency problems, shareholders equity, and monitoring, each of which can 
be influential in affecting the quality of CG system. As the aim of the present study is to find 
whether or not Improving the quality of CG through a mediating factor. namely, organizational 
excellence (OE), can lead to internationalisation of companies, these issues were discussed In 
literature review. The contemporary studies have not fully investigated this aspect of CG. 
A review of the related literature reveals that some scholars have studied the relationship 
between CG and internationalisation. Sanders and Carpenter (2001). for example, based on 
Information processing theory and agency theory found that companie governance structures, 
In the US context, are influenced by the degree of corporate interriationalisation. Particularly, 
they found that internationalisation affects CEO'S composition, top management team. and 
board size. This study was also carried out in the Australian context by other researchers (see 
for example Beeson and Capling, 2002). 
Corporate governance is likely to affect all aspects of global interaction. Using Yip's 0 992) 
categories, these aspects are the five elements of global strategy global market participation. 
global products and services, global activity location, global marketing and global competitive 
moves. and the four elements of global organization, global organization structure, global 
management process, global human resources and global culture. 
The present research, in accordance with the new world demand, tries to investigate the 
possibility that the robustness of the governance structure adapted could help the companies 
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in attaining a higher degree of internationalisation. 
However, any effort in this respect should consider the environment in which CG systems 
are to operate. In their study, Aguilera and Yip (2004) argue that the discrepancy in the degree 
of globalization Is partially explained by the country's institutional environment. In particular, 
they draw on actor-centered institutionalism to Identify how corporate governance actors 
might influence globalization. Although, the focus of this research Is not globalization, due to 
insufficient and up- to* date sources, studies of this kind might illuminate the issue and help 
readers understand the nature of internationalisation and its environment better. 
To be successful at assessing CG in Iran, one must be heedful of the peculiarities that exist, 
and the institutional hardness that Iranian companies have to prevail over. Some researchers 
maintain that within the context of the region's state of economic development and given the 
peculiar characteristics of owners to Improve CG, one must consider, among others, 
strengthening the regulatory and legal frameworks, establishing or enhancing rules to make 
external monitoring stronger, strengthening the boards and professionalizing the management 
of companies, and benchmarking CG quality to promote reforms (Gonzalez, 2004). In addition, 
two phenomena have been Identified to have emerged in Iran, namely continuous vulnerability 
of the economy, which Is highly oil dependant, and lack of due attention to theories and 
strategies for diversification in the economy and its competitive power (UNIDO, 2002). 
Internationalisation researchers tend to argue that there are two dimensions of 
internationalisation. One, which refers to the production activities of companies abroad, and 
the other, which focuses on the CG dimension of companies (see for example Hassel et. al., 
2003). While the first one is well addressed in the literature on internationalisation, the second 
one has not yet been much explored previously. The present research has also tried to 
illuminate aspects of CG and the provision of respective infrastructures for facilitation of 
economic growth. Internationalisation of companies, and ultimately, the broad economy. 
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6.1.1.2 Organizational Excellencc 
The findings of previous studies recognize that the potential of companies for 
Internationalisation is a consequence of its competitiveness. Only competitive companies may 
successfully engage in International activities. This may be translated into quality products. and 
competitive cost. Competitiveness of a company may also be translated as it Is responsiveness 
to customer's wants and needs and a company's flexibility to fulfill costumer needs. These four 
aspects of competitiveness could be considered necessary in order to achieve sustainable 
organizational excellence. Excellence is defined as outstanding practice In managing the 
organization and achieving results based on fundamental concepts (see literature review). 
In addition, Peters and Waterman's "In Search of Excellence" (1982) studied some of 
the best-managed companies in the US and found that they had common grounds. The 
common qualities they found as eight attributes of excellence was built on Mckinsey's 7-S 
model (Kreitner. 1992). These include a bias for action, close to the customer, autonomy and 
entrepreneurship , productivity through people, hands-on value driven, stick to the knitting 
, simple form, lean staff, and finally simultaneous loose-tight properties. Peter (2001) points 
out that the essential message of "In search of excellence* simply Is people, customer and 
action. 
Considering what has gone so far, the present research assumes that organizational 
excellence may mediate the relationship between CG and internationalisation, since it might 
enhance the quality of corporate structure and facilitate the internationalisation process. 
Efforts have been made to recognize the value of business excellence In Iran such as those 
of SEPENTA, the largest corporation In the filed of pipe and steel. and Bandar Abbas Refining 
Co., which implemented the principles of EFQM model in 2001 and 2002. As a result, the issue 
can be further expanded and explored to detect its Impact, if any, on companies' struggles to 
enter foreign markets. 
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6.1-1.3 Internationalisation of companies 
The term internationalisation has different connotations, even if restricted to'corporate 
internationalisation. Some might think of it as a process, others see it more as a certain level 
of international intertwining reached by a company. There have been efforts to define 
indicators in order to show the degree of Internationalisation. These indicators include 
structural, performance, and attitudinal indicators (see Perlmutter, Heenan, 1969, Sullivan, 
1994). Structural Indicators show International entanglement of a company at a certain time. 
and internationalisation of the governance structure of a corporation. Furthermore, 
performance indicators measure the degree to which the success or failure of a company's 
activities during a certain period Is connected to foreign countries, with two main Indicators, 
turnover and operating Income. Finally, attitudinal indicators try to give a picture of how MNCS 
view foreign countries treat their subsidiaries: they usually suggest an actor-centered view, 
focusing on the management or parts thereof. 
Furthermore, Sullivan (19 9 4) doubts that attitudinal characteristics can be measured with 
sufficient reliability. However, some scholars strongly support the use of attitudinal Indicator 
saying, "The more one penetrates the living reality of how decisions are made in an MNC, the 
more weight must be given to how executives think about doing business around the world" 
(Perlmutter and Heenan, 1969). Hence, this may suggest that the attitudinal measurement 
obtained may not depict the actual indicator. 
Nowadays. the companies characterized by flexibility, innovation, integration and 
speed internationally seek sustainable competitive advantage. High technology and knowledge- 
Intensive companies are the ones benefiting the most from the changing competition. 
Furthermore, the majority of prior studies examined the extent or degree of a new venture's 
sales internationalisation. Typically, the extent of internationalisation was measured by 
percentage of a company's sales generated from foreign markets. Some studies also examined 
the speed by which a new venture internationalized Its operations. Speed was deflned as the 
length of time that elapsed between the year the venture was created and the year of its first 
foreign sales. Apart from extent and speed, scope has been also examined, measured by the 
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number of countries in which the new venture generated sales. However, a glaring deficiency 
in the past research is ignoring the internationalisation of company's value chain or inputs into 
the production process. Structure as acknowledged by Porter (1986) and strategy by Bartlett 
and Ghoshal (2000) are variables which can significantly influence the nature and magnitude 
of a company's competitive advantage. 
Three more variables, namely, top management team characteristics, company resources, 
and company specific variables have also been examined in internationalisation studies. 
Scholars, for example Finkelstein and Ham Brick, (1996) believed that these characteristics 
significantly affect company's strategic choices. Exposure to international markets or practices 
significantly Influences a company's drive to Internationalisation. 
> 6.2 Summary of the Conceptual Model 
As discussed in chapter 3, numerous studies have been carried out on the concept and 
application of CG, Internationalisation, and organizational excellence. Nevertheless, there have 
been few studies to probe the effect of CG on internationalisation, an example is Sanders's 
(2004) study which found little relationship between internationalisation and CG. This study 
proposed that there is an Intermediate variable at work. The contribution of this research 
project is to hope to enhance the body of knowledge in investigating the relationship between 
CG and internationalisation. The research model is three- dimensional In such away that it tries 
to detect the meaningful relationship between CG and internationalisation, through 
organizational excellence, as intermediate variable. The present study's Model is as follows: 
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Figure 6.1.1. Conceptual Model of Research 
Quality of Corporate Governance system 
Sustainable Organizational Excellence 
Internationalisation of companies 
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Drastic changes in the business environment, the significant role of the corporate 
governance system In the development of the private sector are seen as the best way to 
overcome poverty and inequality in the developing countries (Raynard and Forastater, 2000). 
Hence, the lack of academic studies about internationalisation of companies as a result of the 
quality of corporate governance systems, incorporating organizational excellence. lead the 
researcher to the selection of this area of research for further investigation in Iran. 
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100- 6.3 Summary of Research Methodology 
> 6.3.1 Research problem 
Previous studies examining the variations in Internationalisation have not addressed the 
role of corporate governance systems from the business excellence's point of view. This 
perspective provides the enabler through which the quality of CG may affect the 
Internationalisation of companies. 
In Iran, over-reliance on oil, and the goverriment's use of oil revenues have undermined 
the need for designing the economic programms and giving attention to production, 
companies' structures, and ownership and governance. This Is why the present study is 
focusing on improving the quality of CG through organizational excellence leading to 
competitive products and international markets. Not surprisingly, the present structure of the 
companies does not provide the suitable basis for the intemationalisation of companies. as 
discussed above. Furthermore, companies are constrained in Internationalisation process. 
>6.3.2 Research Framework 
This research is concerned with the deductive approach, testing the hypotheses that CG 
may affect internationalisation with OE intermediate the relationship. And research type is an 
applied one. 
This research was concerned with testing hypotheses, and therefore, quantitative methods 
were used. 
The structured survey was chosen for this research, in-line with Jankowicz's 0 990) model, 
because it is largely a quantitative method, which allows a quick and practical form of data 
collection via the use of a questionnaire. It included random sampling from a population, 
where each member of the population has an equal chance of inclusion in the sample. The 
study is of a hypothetical nature and includes four types of variables: independent. Intervening, 
intermediating and dependent variables. 
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In this research, ordinal and ratio scales are used to measure individual and organizational 
independent, and Intervening variables. For independent variables, ordinal scale is used. All 
variables (where applicable) are normalized as follows: 
Normalized value of Xi = (XI-Xmin)/ (Xmax-Xmin) 
The population of this research comprises of large & active companies in Iran. Further 
investigation revealed that the list of 100 companies identified as best performing is published 
annually by Iran Industry Ministry. The criteria for choosing top 100 companies are in 
accordance with the acceptable criterion of this research. 
The population of this study encompasses top and middle managers together with the 
board members. According to Iran Trade Laws, the mentioned companies have at least 3 board 
members, and one managing director. The maximum figures would be 9 board members and 
one managing director and middle manager. On average, 7 members for each corporation 
comprise the population of this study (see chapter 4). - 
A pilot study was used to estimate the sample size. Based on central limit thorium, a 
sample of 40(above 30) managers and board members were asked to complete the 
questionnaire. 36 completed questionnaires were collected and analyzed. Among variables. 
the total years of experience (working) with company was considered as an important variable 
to estimate the sample size. The mean and standard deviation of the mentioned variable was 
calculated from the pilot and based on the results, sample size of 191 is considered suitable. 
To Increase the certainty of the results, the sample size Is considered to be 208. 
There are different methods to collect the sample. Among the random sampling methods 
such as simple, systematic, cluster and stratified methods, the latter, random stratified 
methods, fits the purpose of thIs study. 
A questionnaire, built around 56 questions organized in 3 sections, is used as the data- 
gathering tool. Several sources were used to develop the questionnaire. The main source was 
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the literature on corporate governance (CLSA scaling questionnaire) for quality of CG's and 
the EFQM assessment questionnaire for performance excellence and internationalisation 
research literature. 
Validation of the research constructs was not necessary for this study as the validity of 
the constructs was based on the EFQM and CLSA schemes. Only the Persian copy of 
questionnaire was tested for internal validity to be sure that translation of concepts in Persian 
language is meaningful. In addition, the purpose, method and conceptual model of the research 
were attached to questionnaire. 
A split half method was used to decide on the reliability of research tool. A copy of the 
questionnaire was randomly distributed among the respondents, and the relevant statistical 
analysis was conducted on them. 
The correlation coefficient is more than 0.5 and alpha for parts I and 2 is near 1. then 
It can be said that the tool is very suitable and reliable (www. Statistical-bookcom). 
In order to review the reliability of the questionnaire the alpha method was used for each 
set of the questions of every component. 
Both descriptive and inferential statistical methods are used in this research. 
Bivariate correlation test is used to test the relationships between variables. One-way factor 
analysis is used to determine the effects of the Intervening variables on the dependent and 
independent variables. Factor analysis is used to reduce the number of variables. 
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6.4 Statistical procedures 
6.4.1 Main Hypothesis 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlation were calculated for the above variables. A confidence level of 95% 
and error level of 5% were considered to reject or confirm the hypothesis. The results are as 
follows: 
COP, Between IN and CG 
Hl: The quality of corporate governance is positively and significantly correlated with 
the internationalisation of companies. 
Table 6.4.1. The results for correlation test between IN and CG 
Hypo. 
Testing 
Type of Dependent Independent significance 
No. results Correlation 
correlation variable variable level (95% 
confidence) 
Pearson internationalisation 
Corporate 
196 0.917 0.000 Confirmed 
governance 
Corporate 
Spearman internationalisation 196 0.921 0.000 Confirmed 
L I goverriance I III 
The results show that with 95% minimum confidence, there is a strong, positive, and 
significant relationship between Internationalisation and corporate governance. When the 
correlation of these two variables is controlled with the third variable, Le. organizational 
excellence, the correlation still remains high at an acceptable level. Thus, it can not be claimed 
that the orrelation between the two variables, i. e. corporate governance and 
internationalisation, is due to the third variable, namely organizational excellence. There has 
been a minor reduction of 0.0 1 in correlation level, however, it has not been so great to make 
the correlation between the two main variables meaningless. 
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Based on the above results the research hypothesis is not confirmed with the minimum 
confidence of 95%. In other words, it can not be claimed that the significant and positive 
relationship between the two variables is due to the mediating effect of organizational 
excellence. 
COR. Between OE and TCG 
HI: Transparency in corporate governance system Is positively and significantly correlated 
with organizational excellence 
9 Table 6.4.2. The results for correlation test between CG and IN 
Correlation Independent Dependent Controlling Correlation Significant Results(95% 
No. 
type variable variable variable level level confidence) 
Corporate 
Pearson Intemationalisation 196 0.917 0.000 confirmed 
governance 
Corporate Organizational 
Spearman Intemationalisation 185 
I 
0.908 0.000 
I 
confirmed 
governance excellence 
The results show that with 95% minimum confidence there is an Intermediate, positive, 
and significant relationship between transparency in corporate governance system and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. 
COR Between OE and ACG 
HI: Accountability in corporate governance system is positively and significantly 
correlated with organizational excellence. 
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Table 6.4.3. The results for correlation test between OE and TCG 
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Hypo. Testing 
Type of Dependent Independent Correlation Significant No. results (95% 
correlation variable variable level level 
confidence) 
Pearson 
Organizational 
transparency 208 0.434 0.000 Confirmed 
excellence 
Organizational 
Spearman transparency 208 0.538 
I 
0.000 Confirmed 
excellence 
The results show that with 95% minimum confidence there is an Intermediate. positive, 
and significant relationship between transparency in corporate governance system and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. 
COR. Between OE and ACG 
HI: Accountability in corporate governance system is positively and significantly 
correlated with organizational excellence. 
Table 6.4.4. The results for correlation test between OE and ACG 
Hypo. Testing 
Type of Dependent Independent Correlation Significant 
No. results (95% 
correlation variable variable level level 
confidence) 
Organizational 
Pearson accountability 200 0.640 0.000 Confirmed 
excellence 
Organizational 
Spearman accountability 200 0.640 0.000 Confirmed 
excellence 
The results show that with 95% minimum confidence, there is an Intermediate, positive, 
and significant relationship between accountability in corporate governance system and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
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COR Between OE and FCG 
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HI: Fairness in corporate governance system is positively and significantly correlated 
with organizational excellence 
9 Table6.4.5. The results for correlation test between OE and FCG 
Hypo. Testing 
Type of Dependent Independent Correlation Significant No. results (95% 
correlation variable variable level level 
confidence) 
Organizational 
Pearson fairness 188 0.466 0.000 Confirmed 
excellence 
Organizational 
Spearman fairness 188 0.536 0.000 Confirmed 
excellence 
The results show that with 95% minimum confidence, there is an Intermediate, positive, 
and significant relationship between fairness In corporate governance system and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
COP, Between OE and RCG 
HI: Responsibility In corporate governance system is positively and significantly correlated 
with organizational excellence. 
* Table6.4.6. The results for correlation test between OE and RCG 
Type of Dependent Independent Correlation Significant 
Hypo. Testing 
correlation variable variable 
No. 
level level results 
(95% 
confidence) 
Organizational 
Pearson responsibility 200 0139 0.049 Confirmed 
excellence 
Organizational 
Spearman responsibility 200 0161 0.023 Confirmed 
excellence 
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The results show that with 95% minimum confidence, there is an intermediate, positive, 
and significant relationship between responsibility in corporate governance system and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
of correlation Is related to the two variables' non-linear relationship. 
COR. Between OE and AIN 
HI: Organizational excellence is positively and significantly correlated with the attitudinal 
measures of corporation internationalisation. 
* Table6.4.7. The results for correlation test between OE and AIN 
Hypo. Testing 
Type of Independent Dependent Correlation Significant 
No. results (95% 
correlation variable variable level level 
confidence) 
Organizational 
Pearson attitudinal 188 0.324 0.000 Confirmed 
excellence 
Organizational 
Spearman attitudinal 188 0.433 0.000 Confirmed 
excellence 
The results show that with 95% minimum confidence, there is a weak, positive, and 
significant relationship between attitudinal measures of corporation internationalisation and 
organizational excellence. Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
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H 1: Organizational excellence is positively and significantly correlated with the structural 
measures of corporation internationalisation. 
e Table 6.4.8. The results for correlation test between OE and SIN 
Hypo. 
Type of Independent Dependent Correlation Significant Testing No. 
correlation variable variable level level results (95% 
confidence) 
Organizational 
Pearson structural 188 0.438 0.000 Confirmed 
excellence 
Organizational 
Spearman structural 188 0.536 0.000 Confirmed 
excellence 
The results show that with 95% minimum confidence, there Is an Intermediate, positive, 
and significant relationship between structural measures of corporation internationalisation 
and organizational excellence. Spearman correlation being a little higher shows that a little 
amount of correlation is related to the two variables 0 non-linear relationship. 
COR. Between OE and PIN 
HI: Organizational excellence is positively and significantly correlated with the 
performance measures of corporation intemationalisation. 
Table 6.4.9. The results for correlation test between OE and PIN 
Hypo. 
Type of Independent Dependent Correlation Significant 
Testing 
correlation variable variable 
No. 
level level results 
(95% 
1 confidence) 
Organizational 
Pearson performance 188 0.393 0.000 Confirmcd 
excellence 
Organizational 
Spearman performance 188 0.508 0.000 Confirmed 
excellence I 
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The results show that with 95% minimum confidence, there is an intermediate, positive, 
and significant relationship between performance measures of corporation internationalisation 
and organizational excellence. Spearman correlation being a little higher shows that a little 
amount of correlation is related to the two variables' non-linear relationship. 
COR. Between CG and AIN 
HI: Corporate governance is positively and significantly correlated with the attitudinal 
measures in internationalisation. 
Table 6.4.10. The results for correlation test between CG and AIN 
Hypo. Testing 
Typeof Independent Dependent Correlation Significant 
results (95% No. 
correlation variable variable level level 
confidence) 
Pearson 
Corporate 
attitudinal 196 0.813 0.000 Confirmed 
governance 
Spearman 
Corporate 
attitudinal 196 0.838 0.000 Confirmed 
governance I I 
The results show that with 95% minimum confidence, there is a strong, positive, and significant 
relationship between attitudinal, measures in Internationalisation and corporate governance. 
Spearman correlation being a little higher shows that a little amount of correlation Is related 
to the two variables' non-linear relationship. 
COP, Between CG and SIN 
HI: Corporate governance is positively and significantly correlated with the structural 
measures in internationalisation. 
A correlation test has been used to test the relationship between the variables. Pearson 
and Spearman correlations were calculated for the above variables. A confidence level of 95% 
and error level of 5% were considered to reject or confirm the hypothesis. The results are as 
follows: 
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Table 6.4.11. The results for correlation test between CG and SIN 
Hypo. Testing 
Type of Independent Dependent Correlation Significant No. results (95% 
correlation variable variable level level 
confidence) 
Corporate 
Pearson Structural 196 0.907 0.000 Confirmed 
governance 
Corporate 
Spearman structural 196 0.903 0.000 Confirmed 
governance 
The results show that with 95% minimum confidence. there is a strong. positive. and 
significant relationship between structural measures In internationallsation and corporate 
governance. Spearman correlation being a little higher shows that a little amount of correlation 
is related to the two variables' non-linear relationship. 
COR. Between CG and P17V 
HI: Corporate governance is positively and significantly correlated with the performance 
measures in internationalisation. 
Table 6.4.12. The results for correlatlon test between CG and PIN 
Hypo. 
Type of Independent Dependent Correlation Significant Testing No. 
correlation variable variable level level results (95% 
1 confidence) 
Corporate 
Pearson Performance 196 0.858 0.000 Confirmed 
governance 
Corporate 
Spearman performance 196 0.862 0.000 Confirmed 
governance 
The results show that with 95% minimum confidence, there Is a strong, positive. and 
significant relationship between performance measures in internationalisation and corporate 
governance. Spearman correlation being a little higher shows that a little amount of correlation 
is related to the two variables' non-linear relationship. 
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6.5 The effect of independent variables on main dimension 
of the model 
Relation between Education and IN 
Hl- Level of education affects internationalisatlon. In other words, the respondents with 
different educational levels have given different points to Internationalisation. 
The above results show that with a minimum confidence level of 95% (significant 
level=o. 418), the Intervening independent variable, i. e. level of education, does not affect 
Internationalisation. In other words, the respondents with different levels of education have 
not given different points to internationalisation. The result is applicable to the population. 
For further investigation and determining the amount Oevel) of homogeneity of the means, 
TUKEYB test was used. The results show that with 95 % confidence. the respondents with 
different levels of education have given similar points to the mentioned dimension. These 
results are applicable to the population. 
Relation between Education and CG 
Hl- Level of education affects corporate governance In other words, the respondents 
with different education levels have given different points to corporate governance. 
I The above results show that with a minimum confidence level of 95% (significant 
level=o. 458), the intervening independent variable, i. e. level of education, does not affect 
corporate governance. In other words, the respondents with different levels of education have 
not given different points to corporate governance. The result is applicable. 
For further investigation and determining the amount Oevel) of homogeneity of the means. 
TukeyB test was used. The results show that with 95 % confidence, the respondents with 
different levels of education have given similar points to the mentioned dimension. These 
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results are applicable to the population. 
Relation between Education and OE 
Hl- Level of education affects organizational excellence. In other words, the respondents 
with different education levels have given different points to organizational excellence. 
The above results show that with a minimum confidence level of 95% (significant 
level=0.064), the Intervening Independent variable, i. e. level of education, does not affect 
organizational excellence. In other words, the respondents with different levels of education 
have not given different points to organizational excellence. The result is applicable. For further 
Investigation and determining the amount Oevel) of homogeneity of the means, TukeyB test 
was used. The results show that with 95 % confidence the respondents with different levels 
of education have given similar points to the mentioned dimension. These results are applicable 
to the population. 
Relation between Type of ownership and IN 
Hl- Type of ownership affects internationalisation. In other words, the respondents 
working in the companies with different types of ownership have given different points to 
internationalisation. 
The above results show that with a minimum confidence level of 95% (significant 
level=0.026), the intervening independent variable, Le. type of ownership, affects 
internationalisation. In other words, the respondents working in the companies with different 
types of ownership have given different points to internationalisation. The result is applicable 
to population. 
For further investigation and determining the amount (level) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence. the respondents working 
In the state-owned companies have given more points to the mentioned dimension than those 
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working in the private companies. These results are applicable to the population. 
Relation between Type of ownership and CG 
Hl- Type of ownership affects corporate governance In other wo'rds, respondents workAng 
in the companies with different types of ownership have given different points to corporate 
governance. 
The above results show that with a minimum confidence level of 95% (significant 
level=0.00 1), the intervening independent variable, i. e. type of ownership, affects 'corporate 
governance. In other words, the respondents working in the companies with different types 
of ownership have given different points to corporate governance. The result is applicable to 
the population. For further investigation and determining the amount Oevel) of homogeneity 
of the means, TukeyB test was used. The results show that with 95 % confidence, respondents 
working in the state- owned companies have given more points to the mentioned 
dimension than those working in the private companies. These results are applicable to the 
population. 
Relation between Type of ownershfp and OE 
Hl- Type of ownership affects organizational excellence. In other words, the respondents 
working in the companies with different types of ownership have given different points to 
organizational excellence. 
The above results show that with a minimum confidence level of 95% (significant 
level=0.191), the Intervening independent variable, i. e. type of ownership, does not affect 
organizational excellence. In other words, the respondents working In the companies with 
different types of ownership have not given different points to organizational excellence. The 
result is applicable to the population. 
For further investigation and determining the amount Oevel) of homogeneity of the means, 
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TukeyB test was used. The results show that with 95 % confidence, the respondents working 
In the state-owned and private companies have given similar points to the mentioned 
dimension. These results are applicable to the population with 95% confidence. 
Relation between Total work experience and RV 
Hl- Total work experience affects internationalisation. In other words, the respondents 
with different work experience have given different points to internationalisation. 
The above results show that with a minimum confidence level of 95% (significant 
level=0.000), the intervening independent variable, i. e. total work experience, affects 
internationalisation. In other words. the respondents with different work experience have 
given different points to Internationalisation. The result is applicable to the population. 
For further investigation and determining the amount Oevel) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence. the respondents with less 
work experience (mean 0.35-) have given fewer points to the mentioned dimension, while 
those with more experience (mean 0.42) have given more points to the dimension. These results 
are applicable to the population. 
Relation between Total work experience and CG 
HI- Total work experience affects corporate governance. In other words, the respondents 
with different work experience have given different points to corporate governance. 
The above results show that with a minimum confidence level of 95% (significance level= 
0.243) the intervening independent variable, Le.. total work experience. does not affect 
corporate governance. In other words, the respondents with different work experience have 
not given different points to corporate governance. The result is applicable to the population. 
For further investigation and determining the amount Oevel) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence, the respondents with total 
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work experience have given similar points to the mentioned dimension. These results are 
applicable to the population. 
Relation between Total work experience and OE 
HI- Total work experience is positively and significantly correlated with the marks given 
to organizational excellence. In other words, the respondents with different work experience 
have given different marks to organizational excellence. 
The above results show that with a minimum confidence level of 95% (meaningful level: 
0.000), the intervening independent variable, i. e. total work experience, correlates with the 
marks given to organizational excellence. In other words, the respondents with different work 
experience have given different marks to organizational excellence. The result is extendable 
to the population. 
For further investigation and determining the amount Oevel) of homogeneity of the means, 
TukeyB test was used. The results show that with 95 % confidence, the respondents with 
medium total work experience have given similar marks to the mentioned dimension. These 
results are extendable to the population. 
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00- 6.6 Summary of Research Area 
> 6.6.1 Profile of Iran 
Located In the Middle East, Iran has a historical background of powerful emperors and 
significant political and social status (Library of congress, 2006). At present, the country 
enjoys rich mineral and chemical resources. This fact, together with the high rate of literacy 
(96.5%) and average youth age has provided significant situation for the country Obid. ). 
However, the economy of the country is heavily oil-dependent. Oil Income constitutes around 
80 percent of the total export earnings, 40-50 percent of annual budgets, and 10-20 percent 
of the gross domestic product (GDP). 
ý> 6.6.2 Aspects of Iran's economy 
According to the annual review of Central Bank of Iran(2004-05), concerning the macro 
economy of the country, it has had non-oil export of about $6.636m and oil export of 
$27.355b In 2003. Imports for the years 2003, was $36.639b. Annual production growth was 
6.7% in 2003, and inflation rate 14.0%. 
Economists (Abrar Eghtesadi 2005) point out that Iran has major situation In the region, 
but economic indices of the country are not coordinated, especially in relation to oil export to 
non-oil export and the educated young growth rate to industrial production growth rate . In 
addition, the kind of non-oil export which comprises of raw materials, minerals, and agricultural 
products amounting to $ 5.27 1 m, indicates that raw materials are mainly exported. In other 
words, value added chain is overlooked in the economy of the country. 
> 6.6.3 Export (Oil) 
Fluctuations of oil export price (see Table 5.5.5) and dependency of budget and national 
revenue of the country on oil (Table 5.5.6) presents the problem for which this research is 
carried out. The Insignificant production and export volume (Table 5.5.5) In comparison to the 
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export volume of the country denotes lack of strategic view towards non-oil exports and 
diversification of Iran's export portfolio. Lack of diversification in export portfolio and trade 
relations adds up the vulnerability of the country's economy and its overdependence on oil 
revenues. The government has attempted to diversify its Income resources by investing a 
portion of oil revenue In the other sectors such as petrochemicals. 
Yet, further economic reforms are needed if Iran's economy is to reach its full potential. 
Efforts to diversify the economy away from oil and gas need to be accelerated. trade 
liberalization has to be enhanced, and the role of the state in the economy should be scaled 
back. In addition, the devaluation of the national currency has created many problems (Library 
of congress, 2006). 
> 6.6.4 Non-oil Sector 
Iran's non-oil sector has benefited tremendously from the gradual easing in import 
restrictions (imposed to protect foreign exchange reserves and allow Iran to meet external debt 
obligations In the 1990s) that has accompanied the steady build up In foreign exchange 
reserves since 2000. However, the present export relies heavily on oil and gas and in general 
the raw material which entails no added value. By accelerating non-oil sector, the present 
overdependence on oil can be reduced and diversification of export can be achieved (Abrare 
Eghgtesadi, 2005). 
Based on the report by the 100 Top Performing Companies Review (2004), the general 
trend in Iran's economic Involvement in recent years has been the move from production and 
manufacturing sector to those of banks and investment. The report also indicates that 70% 
of the Top 100 companies are state- controlled and only 30% are public. The review mentions 
that there Is nýt even one international company among 100 Top performing companies, 
despite the fact that these companies had acceptable growth rate and process in the past. 
before the Islamic Revolution and the War. 
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> 6.6.5 Structure of Iranian's Corporations (companies) 
According to Iran's Statistical Organization report (2003), there are 320.000 registered 
companies with minimum 10 employees. Nevertheless, they do not have a considerable share 
in Iranian non-oil export and revenue. Out of 320000 companies. 12000 have 10 or more 
employees, while 308000 have less than 10. In other words, there are only 12000 companies 
with 10 or more employees in Iran whose value added comprises 80% of the total value added 
of the companies. The 308.000 companies' share of the value added is only 20%. In other 
words, 96.25% of Iranian the registered companies have the least value added. This is while 
3.75% of registered companies yield 80% of the value added in Iran. 
Interestingly. out of 12.000 companies, 1080 companies, Le. 91%. are public with the 
value added of 59% and export of 7 1%. The rest of the companies, Le. 10920 (9 1%) are private 
with the value added of 4 1% and export share of 29%. A review of these statistics shows that 
in spite of large number of active companies in Iran, about 96% of them, have no significant 
share In Iran's economy and value added. In addition, the productivity of these companies is 
not sufficient either. These companies have the least (externally) competitive export products 
and are not presented In the international economic arena abid. ). 
Most exports enjoy hidden value added in the form of raw material or unprocessed and 
unpacked material (ibid. ). This in turn indicates that production chain value is not completed 
and there's no understanding of or cooperation with entrepreneurs. Isolated and unidirectional 
behaviors in the economy from one side and negligence of organizational principles. creative 
staff, upstream and downstream Industries, from another side weaken the economy. Further, 
lack of sufficient appreciation of industrial infrastructure or companies' activities and their 
unilateral and individual activities have entailed the increased production or services costs. This 
would also act as obstacles in the way of Internationalisation and competitiveness. The lack of 
FDI theory in Iran's economy and industrial and business companies, and non-cooperation with 
technological companies among (see table 5.4.8) the Iranian companies is completely evident. 
The volume of foreign investment and the percentage of slow growth during the past years 
indicate unsuccessful execution of FDI and technology transfer (see foreign Investment chart). 
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6.6.6 Comparison of Iran Top IMI-100 companies and Fortune 500 
In order to find indices to evaluate the success and failure of the companies and their 
classifications, Fortune 500 companies were studied. The four indices, among others, 
Introduced in Fortune 500 ranking together with two indices at the date of this research, 
formed the basis of an assessment of the companies. Further. Iran Top 100 best performing 
companies provided more insight to cultivate the robustness of companies in terms of their 
corporate governance systems and their potential for presences In International markets. 
Concerning universal strategies, 500 Top performing companies were studied. However, 
the ranking of 500 companies, according to the findings, was based on their revenues, which 
could not help the research very much. Thus, a review of Iran Ministry of Industry's 
publications (2005) was the only available substantiated document which divided the 
companies into 16 groups 
The present study suggests that unless a good corporate governance system is In place. 
efforts to enhance non-oil sectors productivity would be hampered. With careful attention to 
the roles of managers and the implementation of quality corporate governance system, the 
country would move towards an International economy and diversification of export portfolio. 
The efficiency of a corporate governance (CG) system depends, to some extent, on the 
cooperation and coordination of the stakeholders, from one hand, and the interaction of all 
variables involved In macro-economy in a country. Studies suggest that the overdependence 
of the government's budget on oil revenues and centralization erodes the efficiency of 
corporate governance system. This creates the loopholes which block the development of CG 
and the growth of economic diversification Infrastructures, which In turn, would ultimately 
prevent the diversified economy and international activities. The research findings (Ibid. ) 
suggest that some of the main obstacles such as Inappropriate CG systems of companies, 
lack of motivation among TMT, insufficient attention to organizational excellence as enablers 
for internationalisation, and ownership problems are among the factors preventing the 
companies from internationalisation. 
CHAPTER 7 
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001- 7.1 Motivation for the research area 
Library of Congress Reports (2006) states that the economy of the Islamic Republic of 
Iran continues to depend heavily on crude oil exports, petroleum products, and natural gas, 
i. e. around 85% of total export earnings, 40%-50% of the government budget, and more than 
30% of GDP. This overdependence on oil and gas exports has rendered the country's economy 
highly vulnerable to fluctuations in international energy prices, and has imposed a severe 
constraint on government during the past decades. A viable alternative, as also stipulated in 
the country's second and third Socioeconomic and Cultural Development Plans, by increasing 
the resilience of its economy, among other things, against external shocks. 
However, the realization of this potential is constrained primarily by the lack of 
international competitiveness of the import substituting manufacturing sector, accustomed 
essentially to serving a highly protected domestic market. 011-dependent economy has caused 
the increasing role in economy, and the companies' activities, while the stakeholders' and 
corporate governance (CG) situation have not received due attention. 
The growing economy of the developed countries and the emergence of multinational 
companies as well as worldwide and fast growth of innovations In economic development all 
suggest an urgent need for internationalisation (UNIDO, 2005). 
Expanding the economic activities overseas requires further studies concerning how to 
internationalize. since it provides access to new markets, increased sales revenues, lower costs, 
and greater profits (Grant, 1987. Hwand and Burgers, 1993). Countries such as China, 
Malaysia, and Singapore have provided Institutional support to facilitate internationalisation 
(UNIDO, 2005). In this regard, over the past 30 years In the US, and around the world attention 
has been paid to the Issues related to corporate governance-, CIPE (2002), introduced four core 
principles for good CG, namely fairness, accountability, transparency and responsibility. 
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7.1.1 Motivation ground 
Based on the above-mentioned ground, the present study tries to detect the possibility 
of the relationship between the quality of CG and the process of internationalisation of 
companies, through intermediation of organizational excellence. 
The present research, as discussed In chapter one, was prompted by the Wowing facts: 
1. Overdependence of the economy on oil and gas revenues, which by itself makes the 
economy vulnerable to external shocks, such as energy prices fluctuations, 
2. Lack of diversification in economy, which voids it from competitive advantage, 
3. The urgent need for internationalisation of companies, due to rapid wave of economic 
Integration and Internationalisation of companies, 
4. Lack of studies probing the quality of corporate governance systems and their Impact 
on Internationalisation of companies, and 
5. Lack of research examining the role of organizational excellence as mediator for the 
Internationalisation process. 
7.1.2 Research Questions 
Hence, concerning the aim of this research, two sets of questions have been made. The 
first three of them try to find and explain the framework of the research. The forth and fifth 
questions contain the core questions which will be answered based on fleld research. 
1. What is the concept and dimensions of corporate governance? 
2. What is the concept and dimensions of organizational excellence? 
3. What is the concept and dimensions of internationalisation? 
4. Is the quality of corporate governance positively and significantly correlated with the 
internationalisation of companies? 
5. Does organizational excellence mediate the relationship between internationalisation 
and corporate governance? 
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00- 7.2 Condusion 
This research is concerned with the study of the relationship among corporate governance, 
organizational excellence and internationallsation. The major hypothesis is formed as "The 
quality of corporate governance is positively and significantly correlated with the 
Internationalisation of companies. " 
As this research is concerned with the study of the relationship among corporate 
governance, organizational excellence and Internationalisation, the deductive approach as the 
most appropriate one( Stempel, et al , 19 8 1) has been chosen, testing the hypotheses that 
CG 
may affect Internationalisation, while OE may intermediate the relationship. Further, this 
research is conducted for the purpose of applying, or testing theory, and evaluating its 
usefulness. It aims to help managers and other stakeholders In Iranian companies to decide 
on enablers of Internationalisation. Thus, It is an applied research. In addition, the quantitative 
methods (Grimm, 1993) are used In order to test the hypotheses. 
Finally, the structured survey is chosen for this research, In line with jankowiczs (199 1) 
model, because it Is largely a quantitative method. which allows a quick and practical form of 
data collection via the use of questionnaires. The research methodology for this dissertation, 
therefore, Includes random sampling from a population, where each member of the population 
has an equal chance of inclusion In the sample. This will maximize the likelihood that the 
sample is representative of the population. To test each hypothesis, data is collected, from the 
sample group by using questionnaires, and tested by using inferential statistics. 
7.2.1 Research questions, answers, & discussions 
In order to answer the first question of the research: what is the concept and dimension 
of corporate governance? The respective studies and literature were cultivated and evaluated 
and the findings are presented below. 
Corporate governance systems have evolved over centuries. often in response to corporate 
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failures or systemic crises. The first well- documented failure of governance was the South 
Sea Bubble- in the 1700s, which revolutionized business laws and practices In England. 
Similarly. much of the securities law In the United States was put In place following the stock 
market crash of 1929 (Chamlou, N. et al., 2001). 
The question of how corporations should be governed to enhance corporate and economic 
performance has been widely discussed in the last two decades in the United States and Britain 
(Lazonick, W. and O'sullivan, M. 2000). By the late 1990s, however, corporate governance had 
become a major. and highly contentious issue In all of the advanced economies and. 
increasingly, in the the developing countries as well. 
In June 1999, the OECD and the World Bank signed a memorandum of understanding 
that created a Global Corporate Governance Forum for the discussion and coordination of 
global standards of corporate governance. Corporate governance is concerned with the 
institutions that influence how business corporations allocate resources and returns (Lazonick, 
and O'sullivan, 2000). Corporate governance is defined as the organization of the relationship 
between the owners and the managers in the control of a corporation. it is definition of 
effective measures of control in complex ownership structures (Crama, et al. 1999). Corporate 
governance is a broad term that encompasses the rules and market practices which determine 
how companies, especially listed companies, make decisions, the transparency of their decision- 
making processes, the accountability of their directors, managers and employees. the 
information they disclose to investors, and the protection of minority shareholders 
(Black, 2002). It Includes the government regulations and regulatory agencies with which 
corporations and their shareholders deal and those regulators' actions to ensure compliance 
with applicable laws and regulations (Chamlou, 2001). The ultimate goal is to provide a set 
of governance rules that maximize the value of companies to investors and. thus, minimize the 
cost of capital (Black, 2000). 
Based on CIPE (2002) all corporate governance systems revolve around four core 
principles: Fairness, Accountability, Responsibility, and Transparency. Good CG is essential for 
the companies that want access to capital and for the countries that want private sector 
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Investment. 
The OECD principles of CG cover six main areas. They encompass areas such as legal 
framework, facilitating the exercise of shareholders right, equal treatment of all shareholders, 
timely, accurate. and transparent disclose mechanisms, and board structures, responsibilities 
and procedures. 
Generally, there are two systems, namely Insider system and outsider or dispersed system. 
Each of these has advantages and disadvantages. Insider systems predispose a company to 
certain corporate governance failures. One is that dominant owners and/or vote holders can 
bully or collude with management to expropriate the company's assets at the expense of 
minority shareholders. Another is to convince the board to reject takeover offers for fear of 
losing control over the company even though a takeover might Improve the company's 
performance. 
Dispersed ownership is the other type the ownership structure. They are called outsiders, 
and dispersed ownership structures are referred to as outsider systems. In contrast to insider 
systems, owners In outsider systems rely on independent board members to monitor 
managerial behavior and keep it In check (La Porta et al, 1998). 
Outsider systems are considered more accountable and less corrupt and tend to foster liquid 
capital markets. 
Despite these advantages, dispersed ownership structures have certain weaknesses. 
Dispersed owners tend to be interested in short-term profit maximization. This can lead to 
conflicts between directors and owners, and to frequent ownership changes. 
Regarding the second question of the research. "What is the concept and dimensions of 
organizational excellence 7" scholars maintain that the ability of companies to respond to 
competitive challenges Is not only determined foremost by their internal management, 
production method and recourse endowments , but also relies substantially on the business 
environment in which they operate (Khemani. and Stone, 1996). 
20A 
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The potential of the company for Internationalisation is a consequence of its 
competitiveness. Only competitive companies may successfully engage In internationalisation 
activities. Competitiveness of a company may be translated Into Its quality product(s), which 
has (have) low cost. It may also be translated to its responsiveness to customer's wants and 
needs and the company's flexibility to fulfill customer's needs. These four aspects of 
competitiveness could be considered as a consequence of achieving sustainable organizational 
excellence (Forum, 1996). 
In order to achieve excellence. total management commitment and acceptance of these 
concepts are necessary. Originally 'excellence' was a Drucker's concept, but it was 
popularized by the biggest selling management book of all time written by McKinsey and 
Partners consultants Peters & Waterman in 1982. Excellence is defined as: "Outstanding 
practice in managing the organization and achieving results based on fundamental 
concepts"(EFQM, 1999). The concepts (introduced In literature review) are best practice 
assessment frameworks that are used to examine organizational effectiveness both in terms 
of enabling and business results criteria. They are often used by organizations to identify core 
organization wide processes, and as a vehicle for organization wide learning. Typically, they 
are based on a form and a set of criteria of the national quality award frameworks. The 
European Foundation for Quality Management uses a framework It calls the business 
excellence model; this was first established In 1992 (EFQM. 1999). 
The researcher in this study tries to shed light on competitive power of the company by 
analyzing the various excellence models and to investigate its Impact on the internationalisation 
of the companies, If any. 
As for the third question of the study, " What is the concept and dimensions of 
Internationalisation? " respective schools of thoughts, more precisely network theory and 
internationalisation studies were cultivated. 
According to Welch and Luostarinen (1988), while we expect continuing debate on the 
nature of the process of internationalisation, an important question remains to be settled: why 
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internationalisation? What factors lead a company from little or no involvement to, in some cases, 
widespread international Involvement? As stated by Starbuck (197 1), growth is not spontaneous, 
it is the result of decision; therefore, if we are to understand the processes then we have to 
explain why a company undertakes to become Involved in international operations (ibid. ). 
According to Hertz and Mattsson (1998), the content of the term internationalisation can 
be interpreted in two ways: as a state and as a process. Chryssocholdis et al (1997) argue 
that companies go through different states during internationalisation. A state is used to 
describe a company's degree of involvement in the international market, rather than the 
condition of its development. 
The second view is that internationalisation can be interpreted as'a process (Hertz and 
Mattsson, 1998). In this case the term. Internationalisation, is used as an expression of how 
a company becomes more internationalized over time. Johnson and Vahlne (1977) see 
internationalisation as a process where a company gradually increases its international 
involvement. Luostarinen (1979) states that a company becomes International by establishing 
its first contact abroad. Welch and Luostarinen (1988) believe that internationalisation is a 
process that leads to the Increasing involvement in international operations across borders. 
On the other hand, In comparison with decisions such as type of product, number and 
quality of personnel, organization structure, and financial Issues that are common activities in 
any growth strategy, "entry mode" and "market selection" are considered as the core 
components and distinctive features of internationalisation and other types of growth strategies 
(Bradley, 1998; Andersen, 1997-, ). Entry modes are the Institutional arrangements such as 
exporting, licensing, foreign investment, etc. , that enables companies to enter a market (Root, 
1994; 1988). However, regarding market selection internationallsation theory has traditionally 
related the location of foreign investment to the presence of institutional and productive factors 
in a particular geographic area(Dunning, 2000). 
Historically, research on internationalisation has tended to focus on large manufacturing 
companies. Two main areas of research are defined in the literature: the economic and 
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behavioral approaches. The economic approach, based on economic theories, has set out a 
theoretical framework to explain the transition of national companies to multinational 
enterprises (MNEs) through foreign direct Investment (FDO. The behavioral approach has 
developed the models that describe internationalisation as a gradual, incremental process. 
(Fina & Rugman, 1996) 
These approaches give us some Insight into the complex phenomenon of the 
Internationalisation of companies (Andersson,, 2000; Benito and Gripsurd, 1992; Welch and 
Luostarinen, 1988). They have made considerable progress in disclosing the nature and cause 
of internationalisation during last four decades as well. Nevertheless, it is still difficult to 
discuss a 'theory of internationalisation' (Andersen, 1997; Welch and Luostarinen, 1988). 
However, integration of three approaches (economic, behavioral. network) based on the 
findings of empirical studies is recommended for the understanding of the process (Coviello 
and McAuley, 1999). The focus of research has also turned to the explanations of the role 
played by intra company capabilities. resources, and management orientations. Despite this 
diversification in explaining the internationalisation process, or maybe to some extent, even 
because of It, there is still not a widely accepted theory of internationalisation. Research in the 
field of International Business often focuses on the question why companies become 
international and why International production takes place. 
International Management research in contrast, largely addresses the issue of how MNEs 
organize their multinational activities. and relate that to the competitive advantage of 
multinationality. This stream of research has been omitted In this study because the research 
is not concerned with the organizing of activities in foreign markets. 
Most of the literature in international marketing concentrates on exporting as the main 
form of internationalisation. Thus. in its broadest terms International marketing is a subset 
of international business. Further, internationalisation of new ventures focuses on the 
internationalisation of young companies. 
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Hence, assumptions of the theories and the models are selected as the main criteria for 
the evaluation of the applicability and validity of each theory and model to the purpose of this 
study. The literature review reveals the evolving nature of the internationalisation theories 
and models that aims at explaining the internationalisation process of the companies with 
respect to the quality of their corporate governance system. 
Implications of research in these areas determined that how well companies are run affects 
market confidence as well as company's performance. If companies are well run, they will 
prosper. This In turn will enable them to attract investors whose support can help to finance 
faster growth (OECD 2000). 
To summarize the above discussion, traditional and comparative advantage theories have 
given way to the competitive advantage theories, which are based on communication and 
transportation, speed along with outstanding competition. In this regard, characteristics such 
as flexibility, innovation, integration, and speed are focused on. The new focus targets 
international markets through knowledge and high technology (Fugita, 1998). 
In addition, these perspectives consider the effect of new ventures on the macro level 
formation Uohanson and Mattsson, 1988). Their focus is on behavioral and network theories. 
There are also different views In expanding the issues of internationalisation of new ventures 
unlike the past focus on the size of the companies, new view, considering transaction cost 
theory highlights the age of the companies along with sustainable competitive advantage 
(Ghanat abadi, 2005). On the other hand, the focus of CG is to provide a structure through 
which the companies' objectives are set and the means of attaining these objectives and 
monitoring the performance are achieved (CIPE, 2000). In fact, appropriate structure and 
management are based on stakeholders' satisfaction and interests. Hence, in a general view 
considering all theories and attitudes, it seems that they all focus on common indices for 
Internationalisation. 
These indices Include, among others, top management team, resources, company specific 
variables, which in turn base the formation of indices in structure, performance, and attitude 
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in internationalisation studies. They are similar to control and monitoring tools presented 
earlier In this study (Perlmartar and Jeenan. 1979). These indices have guided the present 
study for internationalisation of companies through CG as independent variable. 
In order to answer the fourth and fifth questions of the research a number of measures 
and statistical calculations were taken, a summary of which is presented below: 
First of all the literature on corporate governance was reviewed and the components of 
corporate governance were analyzed. Based on CIPE (2002) all corporate governance systems 
revolve around four core principles: transparency, accountability, fairness. and responsibility. 
By adapting the principles of good CG, companies in the developed and the developing 
countries can often command higher valuations, Improve their profitability, and gain better 
access to outside capital. Furthermore, the the developing countries can attract more Interest 
from local and foreign investors and reduce their vulnerability to financial crises (World Bank 
group. 2006). Whatever the structure, a good corporate governance system should address a 
wide range of issues, such as agency problems, shareholders equity, monitoring and the like, 
each of which can be influential in affecting the quality of CG system. 
The findings of the present research show that Corporate Governance is a broad term 
that encompasses the rules and market practices which determine how companies, especially 
listed companies., make decisions, the transparency of their decision-making processes, the 
accountability of their directors, managers and employees, the information they disclose to 
investors, and the protection of minority shareholders (Black, 2002). Internationalisation 
researchers argue that there are two dimensions of internationalisation. One. which refers to 
the production activities of companies abroad, and the other, which focuses on the CG 
dimension of companies (Hassel et. al., 2003). 
Considering the Organizational Excellence. the research findings are as follows: 
, Excellence is defined as outstanding practice in managing the organization and achieving 
results based on fundamental concepts. The findings of previous studies recognize that the 
CHAPTER 7. CONCLUSION& DISCUSSION 299 
potential of companies for internationalisation is a consequence of their competitiveness. 
Competitiveness of a company may also be translated as It is responsiveness to customers, 
wants & needs and the company's flexibility to fulfill costumer' needs. These four aspects of 
competitiveness could be considered because of achieving sustainable organizational 
excellence. There Is no one formula for success in driving business in an organization, but 
EFQM, TQM, Harpest (2007), and Mckinsey's 7-s model, together with Peters and Waterman's 
model are some presented models in this respect. In fact, out of these, many models such as, 
Baldrige, Deming, and the like grew out. The EFQM was chosen in this study with nine 
criteria, five of them as enablers, four as results. This study focused on the enablers based on 
the premises that it would lead the companies to international markets. As to why the EFQM 
model was chosen, It should be noted that this model included criteria, which Introduces 
enablers to measure aspects of competitiveness namely: Responsiveness, Flexibility, Quality 
product, and low cost. 
Internationalisation 
The term Internationallsation has different connotation even if restricted to corporate 
internationalisation. It has been considered as either a process or a state, a certain level of 
international Intertwining reached by a company. There have been efforts to define Indicators 
in order to show the degree of internationalisation. These Indicators include structural, 
performance, and attitudinal indicators (Perlmutter, and Heenan, 1969, Sullivan, 1994, and 
Baurle, 1996). Structural indicators show international entanglement of a company at a certain 
time, and internationalisation of the governance structure of a corporation. Further, 
performance Indicators measure the degree to which the success or failure of company's, 
activities during a certain period is connected to foreign countries, with two main Indicators, 
Le. turnover and operating income. Finally, attitudinal indicators try to give a picture of how 
MNCs view foreign countries and treat their subsidiaries in foreign countries. They usually 
imply an actor- centered view, focusing on the management or parts thereof. 
Three more variables, namely top management team characteristics, company resources. 
and company specific variables have also been examined In internationalisation studies. 
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Scholars such as Finkelstein and Hambrick (1996) believed that these characteristics 
significantly affect company's strategic choices. Exposure to international markets or practices 
significantly Influences the company's drive to internationalisation. 
In an attempt to study the effect of Independent variables on the main dimension of the 
model, statistical measures were taken. In the first step, the respondents comprising the 
research population were studied from organizational and personal aspects. Since some of the 
variables, after applying statistical measures and calculating the mean, mode. median, and 
standard deviation appeared to have no significant roles; they were reduced to three variables, 
namely experience, education, and ownership. Thus, CG, OE, and IN were studied In relation 
to these three independent variables. 
> 7.2.2 on the relationship between CG and IN 
In order to answer the fourth question of the research posed as ' Is the quality of 
corporate governance positively and significantly correlated with the Internationalisation of 
companies? " a correlation test was used to test the relationship between the variables. 
Spearman and Pearson correlations were (0.921 and 0.917 respectively) calculated for the 
variables (Table 5.3.1). A confidence level of 95% and error level of 5% were considered to 
reject or confirm the hypothesis. 
The results show that with 95% minimum confidence, there is a strong, positive. and 
significant relationship between Corporate Governance and Internationalisation. Spearman 
correlation being a little higher shows that a little amount of correlation Is related to the two 
variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Pearson coefficient of variation is 0.84, which means 70% of the 
differences (variations) in dependent variable can be justified and interpreted with the 
differences (variations) in independent variable. 
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In order to further investigate the relationship between CG and IN the study under took 
to probe the relationship between CG and IN's components namely: attitudinal, structural, and 
performance measures, the result of which appears below: 
7.2.2.1 Impact of Attitudinal measures 
The findings show that with 95% minimum confidence, there is a strong, positive, and 
significant relationship between attitudinal measures In internationalisation and corporate 
governance. Spearman and Pearson correlations were 0.838 and 0.813 respectively (Table 
5.3.10). Spearman correlation being a little higher shows that a little amount of correlation Is 
related to the two variables' non-linear relationship. 
Based on the above results., the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation is 0.66, which means 66% of the differences (variations) 
in dependent variable, i. e. attitudinal measures in Internationalisation, can be justified and 
interpreted with the differences (variations) in Independent variable, Le. corporate governance. 
The remaining 34% is due to the other variables, which were not considered here. 
7.2.2.2 Impact of Structural measures 
The findings show that with 95% minimum confidence, there is a strong, positive, and 
significant relationship between structural measures In internationalisation and corporate 
governance. Spearman and Pearson correlations were 0.903 and 0.907 respectively (Table 
5.3.11). Pearson correlation being a little higher shows that a little amount of correlation is 
related to the two variables' non-linear relationship. 
Based on the above results,, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation is 0.91, which means 91%of the differences (variations) 
in dependent variable, i. e. structural measures in internationalisation, can be justified and 
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Interpreted with the differences (variations) in independent variable, i. e. corporate governance. 
The remaining 9% is due to the other variables, which were not considered here. 
> 7.2.2.3 Impact of Performance measures 
The results show that with 95% minimum confidence, there is a strong, positive, and 
significant relationship between performance measures in internationalisation and corporate 
governance. Spearman and Pearson were 0.862 and 0.858 respectively (Table 5.3.12). 
Spearman correlation being a little higher shows that a little amount of correlation is related 
to the two variables' non-linear relationship. 
Based on the above results,, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation is 0.74, which means 74% of the differences (variations) 
in dependent variable, i. e. performance measures in Internationalisation, can be justified and 
interpreted with the differences (variations) In independent variable, Le. corporate 
governance. The remaining 26% is due to the other variables. which were not considered here. 
7.2.3 Investigating CG9 OE, and IN relationships 
In order to answer the fifth question of the research which was posed as "Does 
organizational excellence mediate the relationship between internationalisation and corporate 
governance? " the following steps were taken. 
In this research, the structure of variables is in a way that three main dimensions, namely 
corporate governance (CG), organizational excellence (OE), and Internationalisation (INTER) 
are considered. Each dimension Is sub-divided into components and indices as well. To measure 
the dimensions and components, the study chooses to determine the amount of Indices only, 
obtained through questionnaires. Based on this, to test the hypotheses, it Is necessary to 
determine the amount of dimensions and components. This amount is obtained by using 
the amount of related indices and conducting factorial analysis technique. 
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Before attempting any analysis and dealing with research hypothesis, by the use of 
factorial analysis, since it provides several factors for describing the incoming variables, a 
variable (one factor only) which clearly explains its subset variables should be obtained. 
Since the hypotheses are designed based on dimensions and components, there is a need for 
one main and Important factor only. That is why only one factor is stressed in using factorial 
analysis. Yet, the mentioned factor must explain at least 50% of the variances in related 
variables. In the following sections, at first factorial analysis is used to obtain components and 
then it is used to obtain dimensions Xinally, the procedures will be presented and discussed 
to determine the suitability of results for further analysis. 
7.2.4 on the relationship between OE and the CG's components 
As it went on before, based on the statistical measures undertaken In this research, there 
is a positive and significant relationship between CG and IN. However, regarding different 
models for enhancing the capability of organizations in order to enrich the relationship 
between CG and IN, it was assumed that the use of a model can facilitate this process. Hence, 
EFQM model, considering Its popularity and wide use together with its measurable Indices, was 
chosen to serve this purpose. 
To probe the relationship between OE and CG, the OE was studied in regard to the CG's 
components: transparency, accountability, fairness, and responsibility. 
>7.2.4.1 Impact of Transparency Component 
The results show that with 95% minimum confidence, there is an intermediate, positive. 
and significant relationship between Transparency in corporate governance system and 
organizational excellence. Spearman and Pearson correlations were 0.538 and 0.434 
respectively (Table 5.3.3). Spearman correlation being a little higher shows that a little amount 
of correlation Is related to the two variables' non-linear relationship. 
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Based on the above results,. the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation is 0.19, which means 19% of the differences 
(variations) in dependent variable, i. e. organizational excellence, can be justified and interpreted 
with the differences (variations) in Independent variable. i. e. transparency In corporate 
governance system. The remaining 81% is due to the other variables, which were not 
considered here. 
7.2.4.2. Impact of Accountability Component 
The research findings show that with 95% minimum confidence, there is an Intermediate, 
positive, and significant relationship between accountability In corporate governance system 
and organizational excellence. Pearson and spearman correlations were both 0.640 (Table 
5.3.4). 
Based on the above results., the research hypothesis Is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation is 0.4 1. which means 4 1% of the differences 
(variations) in dependent variable, i. e. organizational excellence, can be justified and interpreted 
with the differences (variations) in Independent variable, Le. accountability in corporate 
governance system. The remaining 59% is due to the other variables, which were not 
considered here. 
7.2.4.3. Impact of Fairness Component 
The results show that with 95% minimum confidence, there is an Intermediate, positive. 
and significant relationship between fairness In corporate governance system and 
organizational excellence. Pearson and Spearman correlations were 0.466 and 0.536 
respectively (Table 5.3.5). Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
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Based on the above results, the research hypothesis Is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to Investigate the level of effect. 
In this 
case, Pearson coefficient of variation is 0.22, which means 22% of the differences 
(variations) in dependent variable, i. e. organizational excellence, can be justified and interpreted 
with the differences (variations) In Independent variable. i. e. fairness in corporate governance 
system. The remaining 78% is due to the other variables which were not considered here, 
7.2.4.4 Impact of Responsibility Component 
The results show that with 95% minimum confidence, there is an intermediate, positive, 
and significant relationship between responsibility in corporate governance system and 
organizational excellence. Pearson and Spearman correlations were 0.139 and 0.161 
respectively (Table 5.3.6). Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to Investigate the level of effect. In this 
case, Pearson coefficient of variation is 0.02, which means 2% of the differences (variations) 
in dependent variable, Le. organizational excellence, can be justified and Interpreted with the 
differences (variations) in Independent variable, i. e. responsibility in corporate governance 
system. The remaining 98% is due to the other variables, which were not considered here. 
7.2.5 Organizational Excellence and Internationalisation 
To probe the relationship between OE and IN, the OE was studied in regard to the IN's 
components: attitudinal, structural and performance measures. 
7.2.5.1 Impact of Attitucfinal Measures 
The results show that with 95% minimum confidence, there is a weak, positive. and 
significant relationship between attitudinal measures of corporation internationalisation and 
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organizational excellence. Spearman and Pearson correlations were 0.433 and 0.324 
respectively (Table 5.3.7). Spearman correlation being little higher, shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
Based on the above results. the research hypothesis Is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect. In this 
case, Pearson coefficient of variation is 0.11. which means I I% of the differences 
(variations) in dependent variable, Le. attitudinal measures of corporation internationalisation. 
can be justified and interpreted with the differences (variations) in Independent variable. i. e. 
oýganizational excellence. The remaining 89% is due to the other variables. which were not 
considered here. 
7.2.5.2 Impact of Structural Measures 
The results show that with 95% minimum confidence, there is an intermediate, positive, 
and significant relationship between structural measures of corporation internationalisation 
and organizational excellence. Spearman and Pearson correlations were 0.536 and 0.438 
respectively (Table 5.3.8). Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to investigate the level of effect In this 
case. Pearson coefficient of variation is 0.23, which means 23% of the differences 
(variations) In dependent variable, structural measures of corporation internationalisation, can 
be justified and interpreted with the differences (variations) in Independent variable, i. e. 
organizational excellence. The remaining 87% Is due to the other variables that were not 
considered here. 
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7.2-5.3 Impact of Performance Measures 
The results show that with 95% minimum confidence, there is an intermediate, positive, 
and significant relationship between performance measures of corporation internationalisation 
and organizational excellence. Spearman and Pearson correlations were 0.508 and 0.393 
respectively Crable 5.3.9). Spearman correlation being a little higher shows that a little amount 
of correlation is related to the two variables' non-linear relationship. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Coefficient of variation can be used to Investigate the level of effect. In this 
case, Pearson coefficient of variation Is 0.15, which means 15% of the differences (variations) 
In dependent variable, Le. performance measures of corporation internationalisation, can be 
justified and interpreted with the differences (variations) in independent variable, i. e. 
organizational excellence. The remaining 85% Is due to the other variables that were not 
considered here. 
7.2.6 Interpretation of the OE as intermediate variables 
In order to test the results for more accuracy, Internationalisation, and organizational 
excellence were studied together with their components. In Internationalisation, the statistical 
results showed that there is a strong and positive relationship between the components of 
these variables too, except for the attitudinal indicator. 
In general, it can be concluded that organizational excellence had no negative roles, and 
did not affect the conceptual model of the study, but its impact on the relationship between 
the variables was not significant. In addition, as the detailed review of the literature on 
corporate governance showed the elements of organizational excellence and its objectives 
can be achieved if quality corporate governance Is in place. In other words, the core principles 
of CG, if properly applied, can lead the companies to internationalisation. Transparency, for 
example is one of these principles that has a significant Impact on CG for enabling companies 
to reach foreign markets. 
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There are a number of reasons for insignificant role of organizational excellence as a 
mediating variable in the relationship between CG and internationalisation of companies. One 
is that the subject of OE is still in its Infancy in Iran's industry and most of the managers have 
insufficient knowledge of the subject. Also, the different levels of Industries and companies in 
the country lack the experience required to assess and Implement the OE's concepts. Further, 
as it was discussed In Iran's economy review, the majority of the companies are state -owned, 
with frequent replacements of managers in different levels, Including TMT. Thus, the newly 
appointed managers try to provide the ground for status quo. rather than excellence In the 
organization. I 
Further, to find the answer to a question raised by statistical analysis as why attitude is 
low, the literature review showed that for measuring the internationalisation Indicators. an 
actor- centered view of how MINCs view foreign countries was considered. Also, reviews of 
Iran's economy revealed that majority of companies in Iran are state- owned. In other words, 
It can be concluded that due to this fact, the actors in Internationalisation of companies In this 
case do not have a significant role in international strategy planning. Thus, weak attitude 
indicators can be attributed to this fact. In addition, Sullivan (199 4) maintained that attitudinal 
characteristics can not be measured with sufficient reliability. 
,ý Also, management frequent replacement may have affected the attitudinal Indicators. That 
is frequent replacement of managers due to their lack of experience, In turn, affects their 
attitude. It should also be mentioned that the study of Top 100 Iranian companies notes that 
70% of the Top 100 companies are state- controlled. 
Based on the research secondary data, Iran's non-oil export in 2004-5 was $6.636b 
(Central Bank of Iran, 2004) which shows Iranian companies' international activities. 
Comparing this figure with oil export of $27.355b (ibid) it can be concluded that international 
activities of Iranian companies are weak. Out of this, about $5271b Is related to raw material 
export, with no activities resulting in added value. Thus, It seems that respondents feel no 
need for organizational excellence, reflected in questionnaires and statistical measures. 
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7.3 Analysis of findings 
In brief, the present research aimed at investigating the impact of quality CG on 
Internationalisation of companies, specifically Iran as one of the the developing countries. In 
addition, in order to enrich the issue, attempt was made to choose a model as the mediator 
between CG and IN. Thus, the organizational excellence, EFQM model, was chosen for this 
purpose. Next, the research question was raised as "Does the quality of CG aff6ct the 
Internationalisation of companies, while organizational excellence mediates the relationship? " 
As research in these areas is In its infancy, the issue was chosen for Investigation, 
especially In Iran. However, there were some limitations concerning data and statistics. 
resources, and lack of deep understanding of the issue in Iran or in other countries. For the 
the developing countries, especially Iran whose economy is heavily oil-dependent and whose 
governments have relied on oil Income in the past decades, the findings of such a research 
can be of immense importance. 
The fact that 80% of the economy In Iran is In the hand of government shows that It's 
the government which makes major investments, and that ignores the development of private 
sectors. Furthermore, lack of attention to CG principles, due to a culture of state management 
for state-owned companies has created obstacles for the competitive and quality products, 
which, in turn, prevented the entrance to international markets. As a result, there is a lack of 
balance between non-oil exports and oil exports and lack of stabilized economy In Iran. 
Investigation of this research comprises 11 indices of respondents In three groups of 
research literature concerning CG, IN, OE. The questionnaires for the research were prepared 
considering the limited resources, even in universities, libraries, Iran Statistical Centers, Central 
Bank of Iran, in order to identify and extract results from economic bodies, especially between 
managers and Industry owners in Iran. 11 dependent variables such as age. gender. education, 
and the like. were chosen about respondents, and factorial analysis was used to probe the Issue. 
The investigation shows that out of these 11 variables. except for the three variables namely 
experience, ownership, and education: the remaining variables had no significant impact on 
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the research. However, the statistical results for the variables are included In the appendix C 
. Thus, with the three mentioned variables the study probed the relationships of CG, IN and OE. 
Using correlation test, the study reviewed each concept separately and the relationship 
between CG and IN. In this regard, significant results were obtained They showed the impact 
of quality of CG on internationalisation was strongly confirmed. 
The statistical measures show that with 95% minimum confidence, there is a strong, 
positive, and significant relationship between internationalisation and corporate governance. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. Pearson coefficient of variation calculated was 0.84, which means 70% 
of the differences (variations) in dependent variable can be justified and interpreted with the 
differences (variations) in independent variable. 
To study the effect of OE as an Intermediate variable, statistical results show that with 
95% minimum confidence, there is a strong, positive, and significant relationship between 
Internationalisation and corporate governance. Nevertheless, when the correlation of these 
two variables Is controlled with the third variable, i. e. organizational excellence, the correlation 
still remains high at an acceptable level. Thus, it can not be claimed that the correlation 
between the two variables, i. e. corporate governance and internationalisation, is due to the 
third variable, namely organizational excellence. There has been a minor reduction of 0.0 1 in 
correlation level; however, it has not been so great to make the correlation between the two 
main variables meaningless. 
Based on the above results, the research hypothesis is confirmed with the minimum 
confidence of 95%. In other words, It can not be claimed the significant and positive 
relationship between the two variables Is due to the mediating effect of organizational 
excellence. 
To explain the reasons for the obtained impact, it can be claimed that lack of attention to 
organizations stakeholders, and top-down and down-top organizational behavior In Iranian 
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companies on the one hand, and lack of quality CG principles on the other hand, have 
convinced the respondents to ignore the complementary model. That is OE, in spite of being 
widely used in the world, which is not considered to have significant role in Iranian companies. 
The detailed findings concerning the effect of CG, IN, OE, and their components can be found 
in chapter 5. 
The emergence of oil and energy crisis in the world, the fluctuation of energy prices, 
which resulted in sharp decrease in oil prices, as low as $6 per barrel between 1988-1993. 
and soaring prices up to $70 p. b. from 2002 to 2007 shows the vulnerability of the developing 
economies. Thus, the developing countries, especially oil producing countries, aim at stabilizing 
their economy. As a result, these countries try to consider the oil income as natural resources 
for Investment in infrastructure sectors, and attention to entrepreneurship activities of 
companies, individuals and government to run the country via industrial, agricultural, and 
other production activities. 
Further findings revealed that companies and production are considered as the most 
fundamental and fastest elements for stimulating the economy and creating welfare. Attention 
to production, especially competitive products, requires attention to some standard Indices 
which facilitate the process. Based on CIPE (2002) studies the core principles of CG are 
transparencies, accountability, fairness, responsibility which are considered as a base to 
enhance the organization activities In this study. The findings from respondents concerning 
Iran's economy confirm the issue. Based on (Perlmutter/Heenan: 1979; Sullivan 1994; BZurle 
1996) theories internationalisation indicators are attitudinal, performance, and structural 
measures. The results obtained from the respondents shows that there is a strong, positive and 
significant relationship between CG and IN's components (chapter 5). 
In general, Iran with 2500 years of civilization, total area of 1.65 million square kilometers 
and average literacy rate of 79.4 % stands third in the world concerning the oil reserves 
and second concerning the gas reserves (Library of Congress, 2006) ). Hence, the country is 
capable of economic and entrepreneurship growth and major international activities using quality 
corporate governance. The country can also develop the non-oil products with competitive 
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advantages. As the research results show there Is a correlation of 0.917 between CG and IN, 
which can be translated as respondents (companies managers) positive attitude towards 
quality corporate governance and its role in facilitating internationalisation process .- 
Moreover, based on Iran Statistical Year Book (2003-2004), there are 320.000 companies 
in Iran (both public and private), out of which 12.000 have more than 10 employees, and 
added value of 80%. Interestingly, out of these 12.000 companies, 1080 companies are public 
(%9). and have an added value of about 60%. Yet, the remaining 10920 companies belong to 
private sectors ((91%), with an added value of only about 40%. More Interestingly. 75% out 
of the 60% added value is the result of the economic activities of top 100 Iranian companies 
(the research population). This is while 70% of these 100 top companies are public. The 
above findings clearly show that private sector (91%) has gained only a scant attention, and 
plays a minor role in the economy of the country, despite its potential as a major force In 
economic growth. 
The research findings from a study conducted by Iran Industrial Management Institute 
2006) on Iran's 100 top companies, which play major roles In the economy of the country, 
show that 75% of these are industrial companies (including petrochemical group) with 4% 
average profit/sales ratio. Moreover, the remaining 25% are Investment. banking, and 
insurance companies with average profit/sales ratio of 26.5%. In other words, these figures 
indicate that the competitive quality products, which can facilitate the internationalisation of 
companies, are lacking in economic growth. 
An important point to consider Is that the average profit /sales ratio of Fortune 500(2003) 
were 4.9%. Yet, Comparing this figure with that of Iranian companies' can be misleading and 
may imply that the Iranian companies are doing well. However, the 4% average profit ratio is 
the result of lack of productivity, competitive products, and minor added value. 
The Important point is that despite about $47 b. sales, the export share is as low as 
8%. This Is while raw, and petrochemical materials (excluding oil) are included. The fact 
stresses the Importance of the present research,. supported by the respondents' belief that 
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corporate governance can affect internationalisation of companies significantly. This can be 
translated as the managers' needs for implementation of CG principals, while confirming and 
supporting the conceptual model of this research. 
In addition, the research closely studied the latest models for organizational productivity, 
which has only recently been used in the developed and industrial countries. In order to 
facilitate the process of the effect of CG on IN, this research chose organizational excellence 
(OE) as mediating variable. 
As mentioned earlier, the OE model was adapted from EFQM model which has recently 
been used in developed and industrial countries for organizational productivity. However, the 
correlation between CG, IN and OE, as mediator, was not significant (Chapter 5). In other 
words, according to the findings of the research the respondents have chosen to focus on the 
first model of the study without OE as mediating variable. Thus, having considered the 
comprehensiveness of CG model and lack of its employment In Iran's companies and 
organizations from the one hand, and the urgent needs of managers and stakeholders to use 
CG principles as a base to govern companies from the other hand , it seems that 
OE was 
considered to have an Insignificant role by respondents. 
It is Important to note that respondents of 100 top Iranian companies, mostly state-owned 
companies, with an education level of 40% M. S/MBA and 23% Phl), and average experience 
of 17.76 years in managerial positions, have stressed the need and importance of CG. 
Therefore, the development of CG concepts and establishment of respective educational 
Institutes to implement CG theories and principles in the developing countries can provide a 
suitable bed in a wide rage of organizations and companies. Based on statistical analysis with 
correlation level of 0.917, CG can be considered as an effective factor, Also, statistical results 
and experimental findings show that this model can facilitate economic growth and pave the 
Way for internationalisation of companies. Hence, the present research can shed lights on 
economies of the developing countries especially Iran since it relies on appropriate level of 
resources and theories and studies on respondents and different statistical measures together 
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with more than two decades of practical experience of the researcher in governance of big 
corporations, both public and state. 
Out of the findings of the present study, some Implications and recommendations emerged 
which are discussed In the followings. However, it Is recognized that one study cannot 
prescribe practical practices or procedures, but it merely provides some direction and 
illumination. 
The findings of the present study showed that, at the first step, the companies, specifically 
in the developing countries, need - to enrich their CG systems in order to Improve their 
profitability, and gain better access to outside capital. 
Furthermore, the developing countries can attract more interest from local and foreign 
investors and reduce their vulnerability to financial crises. Thus, it is recommended that 
companies adopt the strategies which facilitate the execution of CG core principles: 
transparency, accountability, fairness, and responsibility. 
In addition, the findings of this study imply that meeting managers' needs and tackling 
with agency problem can highly stimulate managers to enhance the quality of CG, which, In 
turn. can have positive impact on internationallsation of companies, the fact that was 
highlighted by this study. 
In view of the results which showed that the potential of companies for 
internationalisation is a consequence of Its competitiveness, it is recommended that companies 
use ways to gain competitive advantage such as responsiveness to customers' wants and needs 
and the company's flexibility to fulfill costumer needs. 
Further, diversification of export portfolio, production of quality products, together with 
low price can help companies to enjoy competitive advantage. 
The statistical results show that with a minimum confidence level of 95% type of 
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ownership affects both Internationalisation and corporate governance. The results show that 
the respondents working in state- owned companies have given more points (95 % 
confidence) to the mentioned dimension than those working in private companies. Hence, 
it is recommended that governments adopt strategies to pave the way for privatization of 
companies. 
Also, the results indicate that the use of quality CG can improve the governance system 
of state-owned companies, and provide the Infrastructures needed for breaking into 
international markets. 
Based on the research findings, international activities of Iranian companies are weak, 
and exports are mainly limited to raw material, with no activities resulting In added value. Thus, 
it seems logical to plan the strategies. which Increase the share of non-oil exports In the 
economy of the country. 
10,7.4 Limitations 
As with all empirical research, this study also has limitations, which are outlined bellow: 
1. As the data were collected from a predefined population of companies, therefore, this 
study may not be generalized to all Iranian companies. 
2. This study used a cross-sectional design, which means that the direction of 
causality cannot be determined, because data were collected at a single point In time. That is, 
causality among the independent and dependent variables cannot be concluded. 
3. For most Iranian companies, internationalisation means Initial steps in export . thus; 
not all indices developed by foreign researches may be suitable for them. There is a need for 
more clarification and specific definition of Internationalisation for Iranian companies. 
4. Lack of fundamental implementation of CG concepts In the world apparently led to 
complete negligence of studies in the field of CG In 1990s, and then its limited emergence in 
2000. 
In addition, lack of comprehensive application of CG's concepts with other social and 
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economic concepts has made it difficult to provide sufficient sources for similar studies. 
6. The sixth limitation refers to insufficient number of respective resources, statistics, and 
indices for measurement, even in the developed countries have been among other limitations. 
It was also difficult to provide resources of CG from different sources in the world due to 
problems such as currency allocation and transfer. 
Finally. as the respondents consisted of top managers and owners who have are 
usually engaged they had problems in managing 
cooperate fully in this research. 
00- 7.5 Prospect for future research 
time to fill out the questionnaires or 
1. Although this research has tried to probe the effect of and relationship between CG and 
IN in Iran, it would be Interesting to investigate and identify practical ways and tools to 
implement quality CG principles by governments and companies' owners and managers. A 
positive Impact would imply valuable implications for the economy. 
2. As mentioned in the research, limitations, there is a lack of suitable and sufficient 
indices for measurement of CG. This can be the subject of yet another study which would yield 
interesting results. 
3. Research on the effect of IN on CG yielded different results in European countries. 
A similar study could address the effect of CG on IN in other the developing countries, so that 
the certainty of this research be confirmed. 
4. Despite all the efforts made by international organizations, such as CIPE, concerning 
research In the field of CG and Its Impact on the economic growth and human progress, it 
would be useful to investigate the Issues mentioned here, together with the required practical 
ways and tools, in a separate study. 
5. According to the statistical measures used in this research, the attitudinal indicator was 
low, and a number of reasons were put forward in this respect. State-owned companies were 
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cited, among others, to be a major cause. Hence, it is recommended to validate the claim 
empirically In a separate study. 
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00- A. 1 Statistical Methods 
Both descriptive and inferential statistical methods are used in this research. 
A. 1.1 Descriptive methods 
Frequency tables and statistical measures like mean, standard deviation, and mode. 
median. where applicable, are used to describe the variables. 
>A. 1.2 InferentiA methods 
Bivariate correlation test is used to test the relationships between variables. 
One-way factor analysis is used to determine the effects of intervening variables on 
dependent and independent variables. 
Factor analysis is used to reduce the number of variables. 
00- A. 2 Spearman's rank correlation 
Spearmarfs rank correlation is used when you have two measurement variables and no 
attribute variables. and you want to see whether the two variables co-vary, whether. as one 
variable increases, the other variable tends to increase or decrease. It Is the non-parametric 
alternative to linear regression and correlation. and it Is used when the data do not meet the 
assumptions about normality, homoscedasticity and linearity of those two tests. Spearman's 
rank correlation is also used when one or both of the variables consist of ranks. 
There is rarely enough data In a data set to test the normality and homoscedasticity 
assumptions of regression and correlation; thus, the decision about whether to do 
regression/correlation or Spearmans rank correlation will usually depend on prior knowledge 
of whether the variables are likely to meet the assumptions. 
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How to cakulate: 
Appendix A. Statistical Methods 
This formula is used to calculate the linear correlation of Pearson: 
E'i=, x, - iyi - 5F 
JI: n r2 1: n X, - jC , =, yi _y2 
And if we put the rank of Xi ( Ri) & the rank of Yi ( Ri) then: 
Ri- RSj-3 
rsp 
32 
= 
2 
rsp nn2 _ 
ZJD 
That: D, =R, =Si 
> A. 2.1 Null hypothesis: 
The null hypothesis is that the ranks of one variable do not co -vary with the ranks of the 
other variable; In other words, as the ranks of one variable Increase, the ranks of the other 
variable are less likely to increase (or decrease). 
HO: p 0 
Hl: p 0 
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> A. 2.2 How the test works 
Spearman's rank correlation works by converting each variable to ranks. If one or both 
variables are already ranks, they remain unchanged, of course. When two or more observations 
are equal, the average rank Is used. For example. if two observations were tied for the second- 
highest rank, they would get a rank of 2.5 (the average of 2 and 3). 
Once the two variables are converted to ranks, a linear regression is done on the ranks. 
The coefficient of determination (r2) is calculated for the two columns of ranks. and the 
significance of this Is tested In the same way as the r2 for a regression or correlation. The P- 
value from the regression of ranks is the P-value of the Spearman's rank correlation. The ranks 
are rarely graphed against each other, and a line Is rarely used for either predictive or 
Illustrative purposes, so the distinction between correlation and linear regression does not 
matter here. 
> A. 2.3 Spearman rank correlation characteristics 
The correlation values closer to I imply that greater value of X corresponds to greater 
value of Y and vice versa. Spearman correlation shows both linear and nonlinear correlation 
between two variables, while Pearson correlation only shows linear relationship of variables. 
A-2.4 Pearson correlation coefficient 
This Is the usual measure of correlation, sometimes called product-moment correlation. 
Pearson's r is a measure of association which varies from -I to + 1, with 0 indicating no 
relationship (random pairing of values) and 1 indicating perfect relationship, taking the form, 
"The more the x, the more the y. and vice versa. ' A value of -I is a perfect negative relationship, 
taking the form *The more the x, the less the y, and vice versa. ' 
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> A. 2.5 How to calculate 
Suppose there are two variables X and Y. with means XBAR and YBAR respectively and 
standard deviations SX and SY respectively. The correlation is computed as 
E, 
t=I(xt - X)(Yl - F) 
(n - 1)S., Sy 
There are some short cuts, but in general the formula Is tedious and generally the computer 
does all this work. 
A. 2.6 Statistical hypotheses 
Ho: p 0 
Hl: p 0 
> A. 2.7 Interpretation of the correlation coefficient 
The correlation coefficient measures the strength of a linear relationship between two 
variables. 
The correlation coefficient is always between -I and + 1. The closer the correlation is to 
+/-1, the closer to a perfect linear relationship. Here is how to interpret correlations. 
0-1.0 to -0.7 strong negative association. 
0 -0.7 to -0.3 weak negative association. 
0 -0.3 to +0.3 little or no association. 
0 +0.3 to +0.7 weak positive association. 
0 +0.7 to +1.0 strong positive association. 
This rule, of course, is somewhat arbitrary. For some situations, one might move the cut- 
off values closer to 0 (e. g., 0, .2 and 0.6) and for other situations. one might move the cut-off 
values closer to I (e. g., 0.4 and 0.8). 
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> A. 2.8 Interpretation of correlations 
One should be cautious not to over interpret correlation coefficients. Do not assume that 
correlation equals causation. Also, be careful about how the data was collected. A narrowly 
restricted sample could lead to a deflation in the correlation. Correlation does not imply cause 
and effect. 
Ref- http: //www. chfldrens-mercy. org/stats/definitions/correlation. htm 
00- A. 3 One-Way ANOVA 
One-way between groups analysis of variance (ANOVA) is the extension of the between 
groups t-test to the situation In which more than two groups are compared simultaneously. 
Both the between groups t-test and the repeated measures t-test extend to ANOVA designs and 
analysis. It is also possible to combine between groups' comparisons and repeated measures 
comparisons within the one design. In this chapter, however, we consider between groups 
designs only. Repeated measures designs are not available on SPSS Student Version and will 
be left until PSYC 302 Advanced Statistics. ANOVA designs are very widely used and are very 
flexible which is why the research is focusing on them so much. 
> A. 3.1 Terminology 
Note the use of 'one-way' in the title. This indicates that only one Independent Variable 
(M is being considered (also sometimes called one factor). When one comes to consider two 
IVs (or factors) at the one time. one gets a two-way ANOVA and a factorial design. 
A factor in a one-way ANOVA has two or more levels. Normally there are only two to five 
levels for the IV. but theoretically it is unlimited. Note that Howell describes this design and 
analysis technique as a 'Simple* Analysis of Variancel T-tests can be done using the one-way 
procedure (i. e., with two levels); In which case, the F you get will be equal to t2. 
> A-3.2 General Comments 
Although ANOVA Is an extension of the two-group comparison embodied in the Mest, 
understanding ANOVA requires some shift in logic. In the t-test. if one wants to know if there 
is a significant difference between two groups one merely subtracts the two means from each 
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other and divides by the measure of random error (standard error). However. when it comes 
to comparing three or more means, it is not clear which means we should subtract from which 
other means. 
> A. 3.3 Variance 
Variance was covered earlier but as a reminder. a brief note will follow. 
Variance = standard deviation 2 
In ANOVA terminology, variance is often called Mean Square. This is because 
Variance = standard deviation 2 
Sum of Squares 
Varriance =- Degrees of Freedom 
ss 
DF 
ss 
N-1 
That is, variance is equal to Sums of Squares divided by N-1. N- I is approximately the 
number of obs vations, so variance is an average Sum of Squares or Mean Square for short. 
> A. 3.4 Statistical hypotheses 
We have: 
Ho: gl = [12 = [L3 = [14 
H 1: Rs not all equal 
Therefore, If we find that the test statistic (F. in this case) is too unlikely, given the null 
hypothesis, we reject the null in favor of the alternative. In this case, accepting the alternative 
Implies that there is a difference somewhere among our means. At least two of the means are 
significantly different from others. If there are only two groups being compared, we can 
automatically assume that they are significantly different from each other. However. if there 
are more than two we can never be sure exactly which means are significantly different from 
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which other ones until we explore the findings further with post hoc tests. 
A. 3.5 Ihe summary table 
343 
The Summary Table in ANOVA is the most important information to come from the 
analysis, One needs to know the procedure, and what each piece of information represents. 
Table A. M. The summary table 
Source of Degrees of Sums of squares variance F 
variations freedom 
Between 
rou s 
K-1 SSB 
SS 
B MSE = F= 
li'El 
AB 
g p K-I E 
Among M 
rou s 
N-K SSE SS E Ms g p error E N-K 
Total N-1 SST 
m 
K is no of JAI. +z &n is no of ,,. aLLa 
SS 
B=l2: i. 1 
V-I T2 
n Kn 
K 
SS 
T=l: 
l:, 
v2 
IT2 
i-I J-1 
u Kn 
SSE "'ý SS -SS, 
If volume of samples is not equal: 
KR21 
SST=I: EZ, 
j--T N 
T21 ss '' --T nIN 
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> A. 3.6 Degrees of freedom 
How the degrees of freedom are determined in the ANOVA Summary table is also worth 
knowing. This provides a way of checking if one has all the right pieces in the table. In more 
complex designs, SPSS splits the output into between groups' effects and Within-subjects (i. e., 
repeated measures) effects. One needs to be able to bring all the pieces together. 
> A. 3.7 Post hoc tests 
Once a significant F-value Is obtained in an Analysis of Variance, the job is not completed. 
A significant F-value only implies that the means are not all equal (i. e., reject the null 
hypothesis), Still it is not clear exactly which means are significantly. different from which 
other ones. One needs to examine the numbers more carefully to be able to say exactly where 
the significant differences are. In the example above, the significant F-value would allow to 
conclude that the smallest and largest means were significantly different from each other, but 
what about Mean 2 and Mean 3 or Mean 2 and Mean 4? Hence, there is a need for post hoc 
tests. 
Post hoc tests can only be used when the 'omnibus' ANOVA found a significant effect. If 
the F-value for a factor turns out no significant, you cannot go further with the analysis. This 
'protects' the post hoc test from being used too liberally. They are designed to keep the 
experiment wise error rate to acceptable levels. 
Generally, the flow of the analysis is as follows: 
0 Compute omnibus F. 
If and only if the omnibus F is significant, then make up a table of differences between 
totals or means. For the table, the groups should be ranked from lowest to highest, based on 
their group means, with the lowest group placed into position I and the group with the highest 
mean being placed Into position2. 
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010- A. 4 Factor Analysis 
A. 4.1 Definition and application 
Factor analysis is used to uncover the latent structure (dimensions) of a set of variables. 
It reduces attribute space from a larger number of variables to a smaller number of factors 
and as such is a "non-dependent" procedure (that is, it does not assume a dependent variable 
is specified). Factor analysis could be used for any of the following purposes: 
1. To reduce a large number of variables to a smaller number of factors for modeling 
purposes, where the large number of variables precludes modeling all the measures 
individually. As such, factor analysis Is integrated in structural equation modeling (SEM), 
helping create the latent variables modeled by SEM. However, factor analysis can be and is 
often used on a stand-alone basis for similar purposes. 
2. To select a subset of variables from a larger set based on which original variables have 
the highest correlations with the principal component factors. 
3. To create a set of factors to be treated as uncorrelated variables as one approach to 
handling multi co linearity in such procedures as multiple regression 
4. To validate a scale or index by demonstrating that its constituent items load on the same 
factor, and to drop proposed scale items which cross-load on more than one factor. 
5. To establish that multiple tests measure the same factor, thereby giving justification for 
administering fewer tests. 
6. To Identify clusters of cases and/or outliers. 
7. To determine network groups by determining which sets of people cluster together 
(using Q-mode factor analysis, discussed below) 
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There are several different types of factor analysis, with the most common being principal 
components analysis (PCA). However, principal axis factoring (PAF), also called common factor 
analysis, is preferred for purposes of Corporation Tory factory analysis In structural equation 
modeling. 
> A. 4.2 Key Concepts and Terms 
Exploratory factor analysis (EFA) seeks to uncover the underlying structure of a relatively 
large set of variables. The researcher's priori assumption is that any indicator may be 
associated with any factor. This is the most common form of factor analysis. There is no prior 
theory and one uses factor loadings to intuit the factor structure of the data. 
Concorporationatory factor analysis (CFA) seeks to determine if the number of factors 
and the loadings of measured (indicator) variables on them conform to what is expected based 
on pre-established theory. Indicator variables are selected based on prior theory and factor 
analysis is used to see if they load as predicted on the expected number of factors. The 
researcher's priori assumption is that each factor (the number and labels of which may be 
specified 6 priori) is associated with a specified subset of indicator variables. A minimum 
requirement of concorporationatory factor analysis is that one hypothesize beforehand the 
number of factors In the model, but usually also expectations about which variables will load 
on which factors (Kim and Mueller, 1978b: 55). The researcher seeks to determine, for 
instance, if measures created to represent a latent variable really belong together. 
PCA is generally used when the research purpose is data reduction (to reduce the 
Information in many measured variables into a smaller set of components). PFA is generally 
used when the research purpose is to identify latent variables, which contribute to the common 
variance of the set of measured variables, excluding variable-specific (unique) variance. 
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> A. 4.3 Types of Factoring 
There are different methods of extracting the factors from a set of data. The method 
chosen will matter more to the extent that the sample is small, the variables are few, and/or 
the communality estimates of the variables differ. 
> A. 4.4 Principal components analysis (PCO 
By far, the most common form of factor analysis, PCA seeks a linear combination of 
variables such that the maximum variance Is extracted from the variables. It, then, removes 
this variance and seeks a second linear combination, which explains the maximum proportion 
of the remaining variance, and so on. This is called the principal axis method and results in 
orthogonal (uncorrelated) factors. PCA analyzes total (common and unique) variance. 
> A-4.5 Principal factor analysis (PFA): 
Also called principal axis factoring, PAF, and common factor analysis, PFA is a form of 
factor analysis, which seeks the least number of factors. which can account for the common 
variance (correlation) of a set of variables. However. the more common principal components 
analysis (PCA) in its full form seeks the set of factors accounting for all the common and 
unique (specific plus error) variance In a set of variables. 
PFA uses a PCA strategy but applies it to a correlation matrix in which the diagonal 
elements are not I's, as in PCA, but iteratively-derived estimates of the communalities (R2 of 
a variable using all factors as predictors Factor loadings: 'The factor loadings, also called 
component loadings In PCA, are the correlation coefficients between the variables (rows) and 
factors (columns). Analogous to Pearson's r, the squared factor loading is the percent of 
variance in that variable explained by the factor. To get the percent of variance in all the 
variables accounted for by each factor. add the sum of the squared factor loadings for that 
factor (column) and divide by the number of variables. (Note the number of variables equals 
the sum of their variances, as the variance of a standardized variable is 1. ) This is the same 
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as dividing the factor's given value by the number of variables. Reproduced and residual 
correlation matrices. 
The factors -can be used to estimate the correlation matrix. Just as factor scores can be 
created from the columns of the factor-loading matrix, so variable scores can be estimated by 
using the coefficients in a row. These estimated variable scores can be correlated, yielding the 
reproduced correlation matrix. When it is subtracted from the actual correlation matrix, a 
residual correlation matrix is created. Low or no significant coefficients In the residual 
correlation matrix indicate a good factor model. This is not a test used to reject a model, 
however, in part because significance and non-significance depends not only on residual 
correlation magnitudes but also on sample size. Communality, h2, Is the squared multiple 
correlation for the variable using the factors as predictors. The communality measures the 
percent of variance in a given variable explained by all the factors Jointly and may be 
Interpreted as the reliability of the indicator. 
When an indicator variable has a low communality, the factor model is not working well 
for that indicator and possibly, It should be removed from the model. However, communalities 
must be interpreted in relation to the interpretability of the factors. A communality of . 75 
seems high but is meaningless unless the factor on which the variable Is loaded Is interpretable, 
though it usually will be. A communality of . 25 seems low but may be meaningful If the Item 
is contributing to a well-defined factor. That is, what Is critical is not the communality 
coefficient per se, but rather the extent to which the Item plays a role in the Interpretation of 
the factor, though often this role is greater when communality is highAf the communality 
exceeds 1.0, there is a spurious solution, which may reflect too small a sample or the 
researcher has too many or too few factors. 
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> A. 4.6 Eigenvalues 
Also called characteristic roots. The eigenvalue for a given factor measures the variance 
in all the variables, which is accounted for by that factor. The ratio of eigenvalues is the ratio 
of explanatory Importance of the factors with respect to the variables. If a factor has a low 
eigenvalue, then it is contributing little to the explanation of variances in the variables and may 
be ignored as redundant with factors that are more important. 
>A. 4.7 Factor scores 
Also called component scores In PCA, factor scores are the scores of each case (row) on 
each factor (column). To compute the factor score for a given case for a given factor, one takes 
the case's standardized score on each variable, multiplies by the corresponding factor loading 
of the variable for the given factor, and sums these products. 
> A. 4.8 Assumptions 
No selection bias/proper specification. The exclusion of relevant variables and the 
inclusion of irrelevant variables in the correlation matrix being factored will affect, often 
substantially, the factors that are uncovered. Although social scientists may be attracted to 
factor analysis as a way of exploring data whose structure is unknown, knowing the factorial 
structure In advance helps select the variables to be Included and yields the best analysis of 
factors. This dilemma creates a chicken-and-egg problem. Note this is not just a matter of 
including all relevant variables. In addition, if one deletes variables arbitrarily in order to have 
a "cleaner" factorial solution, erroneous conclusions about the factor structure will result. See 
Kim and Mueller, 1978a: 67-8. 
No outliers. As with most techniques, the presence of outliers can affect interpretations 
arising from factor analysis. One may use Mahalanobis distance to identify cases, which are 
multivariate outliers. then remove them from the analysis prior to factor analysis. One can also 
create a dummy variable set to I for cases with high Mahalanobis distance, and then regress 
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this dummy on all other variables. This regression is non-significant (or simply has a low R- 
squared for large samples) then the outliers are judged to be at random and there is less 
danger in retaining them. The ratio of the beta weights In this regression indicates which 
variables are most associated with the outlier cases. 
Interval data are assumed. However, Kim and Mueller (I 978b 74-5) note that ordinal 
data may be used if it is thought that the assignment of ordinal categories to the data do not 
seriously distort the underlying metric scaling. Likewise, these authors allow use of 
dichotomous data if the underlying metric correlations between the variables are thought to 
be moderate (7) or lower, The result of using ordinal data is that the factors may be that much 
harder to interpret. Linearity. Principal components factor analysis is a linear procedure. Of 
course, as with multiple linear regression, nonlinear transformation of selected variables may 
be a pre-processing step, but this is not common. The smaller the sample size, the more 
important it is to screen data for linearity. 
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A. 6 Reliability and Validity 
> A. 6.1 Reliability 
Reliability can be defined as the extent to which test produces consistent results when 
administered under similar conditions. Alternatively, a measurement is reliable if it reflects 
mostly true score, relative to the error. 
We have three terms, which are Important in computing the degree to which any test is 
reliable: (1) total variance (which equals) (2) true score variance (Vt) and (3) observed score 
variance (Vx). By definition, reliability is the ratio of these variance components: 
True score variance Vt 
(1) Reliability = 
observed score variance Vx 
Observed score variance Includes both true score variance and error variance; so observed 
score variance = true score variance + error variance (VE). 
(2) Reliability = 
vt 
Vt ' VE 
Part of observed variance is true variance and part of Its error variance: 
VX'2 Vt ' VE 
We can algebraically derive our formula by dividing all elements In the equation by Vx: 
VX V1 VE 
Vx Vx vx 
VX 
1 =reliability+ - 
VX 
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Reliability= I- 
VE 
vx 
Again, one can notes that the larger the error variance the lower the reliability, 
(3) Reliability= I- 
VE 
vx 
We know that the variance will equal 1; therefore, we can divide the VE by I to find 
reliability: 
(4) Reliability =I- VE 
> A. 6.2 Validity 
Validity is the extent to which a test measures what it claims to measure. It is vital for 
a test to be valid in order for the results to be accurately applied and interpreted. Validity is 
not determined by a single statistic, but by a body of research that demonstrates the 
relationship between the test and the behavior it Is intended to measure. There are three 
types of validity: ( Statisitcal-book. com) 
> A. 6.2.1 Content validity 
When a test has content validity, the Items on the test represent the entire range of 
possible items the test should cover. Individual test questions may be drawn from a large pool 
of Items that cover a broad range of topics. 
In some instances where a test measures a trait that is difficult to define, an expert judge may 
rate each item's relevance. Because each judge is basing their rating on opinion, two 
independent judges rate the test separately. Items that are rated as strongly relevant by both 
judges will be included In the final test. 
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> A. 6.2.2 Critcrion-relatcd Validity 
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A test is said to have criterion-related validity when the test is demonstrated to be effective 
in predicting criterion or indicators of a construct. There are two different types of criterion 
validity: 
Concurrent Validity occurs when the criterion measures are obtained at the same time as 
the test scores. This indicates the extent to which the test scores accurately estimate an 
individual's current state concerning the criterion. For example, on a test that measures levels 
of depression, the test would be said to have concurrent validity if it measured the current 
levels of depression experienced by the test taker. 
Predictive Validity occurs when the criterion measures are obtained at a time after the 
test. Examples of test with predictive validity are career or aptitude tests, which are helpful in 
determining who is likely to succeed or fall in certain subjects or occupations. 
> A-6.2.3 Construct Validity 
A test has construct validity If it demonstrates an association between the test scores and 
the prediction of a theoretical trait. Intelligence tests are one example of measurement 
Instruments that should have construct validity. 
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Table B. Reliability Statistics 
355 
Cronbach's Alpha Based on 
Cronbach's Alpha N of Items 
Standardized Items 
. 905 . 
909 3 
Tablc B. 1 (A). Intcr-Item Corrclation Matrix 
Attitude Attitude toward Attitude toward 
toward speed scope extent 
Attitude toward speed 1.000 . 769 . 
726 
Attitude toward scope . 769 
1.000 . 813 
Attitude toward extent . 726 . 813 
1.000 
The covariance matrix is calculated and used In the analysis. 
* Table B. 1 (B). Interclass Correlation Cocfficient 
95% Confidence 
F Test with True Value 0 
Intraclass Interval 
Correlation(a) Lower Upper 
Value dfl df2 Sig 
Bound Bound 
Single 
. 760(b) . 629 . 858 10.497 36.0 
72 . 000 Measures 
Average 
. 905(c) . 836 . 948 10.497 
36.0 72 . 000 Measures 
Two-way mixed effects model where people effects are random and measures effects are 
fa e d. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect is present or not. 
c This estimate is computed assuming the interaction effect is absent, because it is not 
estimable otherwise. 
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Table B. 1 (B). Interclass Correlation Coefficient 
Cronbach's Alpha Based on 
Cronbach's Alpha N of Items 
Standardized Items 
. 938 . 
939 3 
Table B. 2(A). Inter-Item Correlation Matrix 
Foreign Assets 
Activation 
Foreign Subsidiary 
Establishment 
Psychic distance 
spread 
Foreign Assets Activation 1.000 . 823 . 783 
Foreign Subsidiary Establishment . 823 1.000 . 901 
Psychic distance spread . 783 . 901 1.000 
The covariance matrix is calculated and used in the analysis. 
* Table B. 2 (B). Intraclass Correlation Cocfficient 
95% Confidence 
F Test with True Value 0 
Intraclass Interval 
Correlation(a) Lower Upper 
Value dfl df2 Sig 
Bound Bound 
Single 
. 835(b) . 
736 . 905 16.180 36.0 72 . 000 Measures I 
Average 
. 938(c) . 893 . 966 16.180 36.0 72 Measures I 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C Intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect is present or not. 
c This estimate is computed assuming the interaction effect is absent, because it is not 
estimable otherwise. 
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Table B-3. Reliability Statistics 
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Cronbach's Alpha Based on 
Cronbach's Alpha N of Items 
Standardized Items 
. 907 . 907 
3 
* Table B. 3 (A). Inter-Item Correlation Matrix 
International 
Turnover 
Fulfillment 
Sales 
objective 
Fulfillment 
International 
Revenue 
Objectives 
Intemational Tumover Fulfillment 1.000 . 716 . 
851 
Sales objective Fulfillment . 716 1.000 . 
728 
Intemational Revenue Objectives . 851 . 728 
1.000 
The covariance matrix is calculated and used in the analysis. 
Table B-3(B). Intraclass Correlation Coefficient 
95% Confidence 
F Test with True Value 0 
Intraclass Interval 
Correlation(a) Lower Upper 
Value dfl df2 Sig 
Bound Bound 
Single 
. 765(b) . 635 . 861 10.749 36.0 72 . 
000 
Measures i 
Average 
I 
. 907(c) . 839 . 949 10.749 36.0 
I 
72 . 000 Measures I I I I Ii 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect is present or not. 
c This estimate is computed assuming the interaction effect Is absent, because it is not 
estimable otherwise. 
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o Table B. 4. Reliability Statistics 
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Cronbach's Alpha Based on 
Cronbach's Alpha N of Items Standardized Items 
. 923 . 905 12 
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* Table B. 4 (A). Inter-Item Correlation Matrix 
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* BA(B). Intraclass Correlation Cocfficicnt 
95% Confidence 
F Test with True Value 0 
Intraclass Interval 
Correlation(a) Lower Upper 
Value dfl di2 Sig 
Bound Bound 
Single 
. 498(b) . 384 . 
632 12.925 39.0 429 . 000 Measures 
Average 
. 923(c) . 
882 . 954 12.925 39.0 429 . 000 Measures 
I I I 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator Is the same, whether the interaction effect is present or not. 
c This estimate is computed assuming the interaction effect is absent, because It is not 
estimable otherwise. 
Table B. 5. Reliability Statistics 
Cronbach's Alpha Based on 
Cronbach's Alpha N of Items Standardized Items 
. 737 . 757 10 
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Table B. 5(B). Intraclass Correlation Coefficient 
95% 
F Test with True Value 0 
Intraclass Confidence Interval 
Correlation(a) Lower Upper 
Value dfl di2 Sig 
Bound Bound 
Single 
. 219(b) . 
129 . 350 3.806 
39.0 351 . 000 Measures 
I 
Average 
. 737(c) . 597 . 
844 3.806 39.0 351 . 000 Measures 
I I 1 
-1 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect Is present or not. 
c This estimate is computed assuming the interaction effect is absent, because it is not 
estimable otherwise. 
Table B. 6. Reliability Statistics 
Cronbach's Alpha Cronbach's Alpha Based on Standardized Items N of Items 
. 638 1 . 625 14 
e Table B. 6(A). Inter-Item Correlation Matrix 
Work force Management Board to ck ers h o l d 
Responsibility Responsibility member 
Re 
b lity i sP On s i Responsibility 
Work force 1.000 . 811 . 001 156 Responsibility . 
Management 
. 811 1.000 . 046 
I 
170 Responsibility . 
Board member 
. 001 . 046 1 000 580 Responsibility I . . 
Stockholders 156 
I 
. 170 
- 
. 580 1 000 Responsibility 
-- - 
. 
The covariance matrix is calculated and used in the analysis. 
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9 Table B. 5(B). Intraclass Correlation Coefficient 
363 
95% 
F Test with True Value 0 
Intraclass Confidence Interval 
Correlation(a) Lower Upper 
Value dfl df2 Sig 
Bound Bound 
Single 
. 305(b) . 149 . 487 2.759 39.0 117 . 000 Measures 
Average 
. 638(c) . 412 . 791 2.759 39.0 117 . 
000 
Measures 
I 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C Intraclass correlation coefficients using a consistency definition-the between- 
measure variance Is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect Is present or not. 
c This estimate is computed assuming the interaction effect Is absent, because it is not 
estimable otherwise. 
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Table B. 7. Reliability Statistics 
Cronbach's Alpha Based on 
Cronbach's Alpha N of Items 
Standardized Items 
. 758 . 
773 5 
* Table B. 7(A). Inter-Item Correlation Matrix 
Consistency Fair Fair Fair Engagement 
of Stock Internal Stockholders Board of all In 
Trade Relation Relation Relations Decisions 
Consistency of Stock Trade 1.000 -. 165 -. 104 -. 023 - 133 
Fair Internal Relation -. 165 1.000 . 635 . 642 . 695 
Fair Stockholders Relation -. 104 . 635 1.000 . 823 . 783 
Fair Board Relations -. 023 . 642 . 823 1.000 . 901 
Engagement of all in 
-. 133 . 695 . 783 . 901 1.000 Decisions 
J 
The covariance matrix is calculated and used in the analYsis. 
e Table B-7(B). Intraclass Correlation Coefficient 
95% 
F Test with True Value 0 
Intraclass Confldence Interval 
Correlation(a) Lower Upper 
Value dfl. df2 
I 
Sig 
Bound Bound 
Single Measures . 385(b) . 237 . 
556 4.128 36.0 144 . 000 
Average Measures 758(c) 608 . 862 4.128 
1 36.0 144 . 000 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the Interaction effect is present or not. 
c This estimate is computed assuming the interaction effect is absent, because it is not 
estimable otherwise. 
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Table B. 8. Reliability Statistics 
365 
Cronbach's Alpha Based on 
Cronbach's Alpha N of Items 
Standardized Items 
. 806 . 
817 4 
* Table B. 8(A). Inter-Item Correlation Matrix 
Quality 
Participatory 
of Deployment Commitment 
Strategy 
strategic of strategy to strategy 
development 
plan 
Participatory Strategy 
1.000 . 421 . 415 . 
333 
development 
Quality of strategic plan . 421 1.000 . 
618 . 519 
Deployment of strategy . 415 . 618 1.000 . 
858 
Commitment to strategy . 333 . 519 . 
858 1.000 
The covariance matrix is calculated and used In the analysis. 
* Table B. 8(B). Intraclass Correlation Cocfficient 
95% Confidence 
F Test with True Value 0 
Intraclass Interval 
Correlation(a) Lower Upper 
Value dfl df2 Sig 
Bound Bound 
Single 
. 509(b) . 350 . 667 5.147 38.0 
114 . 000 Measures I 
Average 
. 806(c) . 683 . 889 5.147 38.0 
I 
114 . 000 Measures 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect is present or not. 
c This estimate is computed assuming the interaction effect is absent, because It is not 
estimable otherwise. 
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o Table B. 9. Reliability Statistics 
Cronbach's Alpha Based on 
Cronbach's Alpha N of Items Standardized Items 
. 816 . 817 3 
* Table B. 9(A). Intcr-Item Correlation Matrix 
Quality of Quality of Quality of human 
employee employee 
resource planning 
participation compensation 
Quality of human resource planning 1.000 . 768 . 459 
Quality of employee participation . 768 1.000 . 568 
Quality of employee compensation . 459 . 568 1.000 
The covariance matrix is calculated and used in the analysis. 
9 Table B. 9(B). Intraclass Correlation Coefficient 
95% Confidence 
F Test with True Value 0 
Intraclass Interval 
Correlation(a) Lower Upper 
Value dfl df2 Sig 
Bound Bound 
Single 
. 596(b) . 425 . 743 5.431 39.0 78 . 000 Measures 
Average 
. 816(c) . 689 . 
896 5.431 39.0 78 
. 000 Measures 
I 
Two-way mixed effects model where people effects are random and measures effects are 
Ned. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator Is the same, whether the interaction effect is present or not. 
c This estimate is computed assuming the interaction effect is absent, because it is not 
estimable otherwise. 
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o Tablc B. 10. Rdiability Statistics 
Cronbach's Alpha Cronbach's Alpha Based on Standardized Items N of Items 
. 740 . 737 
3 
e Table B. 10(A). Inter-Item Correlation Matrix 
Quality of 
systematic 
planning 
Quality of 
organizational 
systems 
Quality 0 
Innovation 
system 
Quality of systematic planning 1.000 . 761 . 
411 
Quality of organizational systems . 761 1.000 . 
278 
Quality of innovation system - 411 - 278 
1.000 
The covariance matrix is calculated and used in the analysis. 
o Table B. 10(B). Intraclass Correlation Cocfficient 
95% 
F Test with True Value 0 
Intraclass Confidence Interval 
Correlation(a) Lower Upper 
Value dfl. df2 Sig 
Bound Bound 
Single Measures . 487(b) . 296 . 663 3.851 38.0 
76 . 000 
Average Measures . 740(c) . 558 . 855 3.851 
1 38.0 1 T6 . 000 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect is present or not. 
c This estimate is computed assuming the Interaction effect is absent, because It Is not 
estimable otherwise. 
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Table 13.11. Reliability Statistics 
N of Items Cronbach's Alpha Based on Standardized Items Cronbach's Alpha 
1 
3 . 801 . 793 
__j 
* Table B. 11(A). Inter-Item Correlation Matrix 
Quality of customer 
orientation 
Satisfaction of 
customers 
Increasein 
customers 
Quality of customer orientation 1.000 . 573 . 655 
Satisfaction of customers . 573 1.000 . 492 
Increase in customers . 655 . 492 1.000 
The covarlance matrix is calculated and used in the analYsis. 
o Table B. 11(B). Inter-Item Covariance Matrix 
Quality of customer 
orientation 
Satisfaction of 
customers 
Increasein 
customers 
Quality of customer orientation . 047 . 028 . 040 
Satisfaction of customers . 028 . 052 . 032 
Increase in customers 040 . 032 . 079 
The covariance matrix is calculated and used in the analysis. 
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Table B. 11(Q. Summary Item Statistics 
369 
Maximum / N of 
Mean Minimum Maximum Range Variance Items Minimum 
Item Means . 727 . 672 . 785 . 
113 1.168 . 003 
3 
The covariance matrix is calculated and used in the analysis. 
o Table B. II(D). ANOVA(a) 
Sum of 
Squares 
df 
Mean 
F Sig 
Square 
Between People 4.771 38 . 126 
Between Items . 250 2 . 125 
4.803 . 011 
Within People Residual 1.978 76 . 026 
Total 2.228 78 . 029 
Total 1 6.999 1 116 . 060 
--- 
1 
-771 
Grand Mean = . 7268 
a The covariance matrix is calculated and used in the analysis. 
* Table B. II(E). Intraclass Correlation Coefficient 
95% 
F Test with True Value 0 
Intraclass Confidence Interval 
Correlation(a) Lower Upper 
Value dfl df2 Sig 
Bound Bound 
Single Measures . 560(b) . 380 . 718 4.824 38.0 
76 . 00 
- Average Measures . 793(c) 647 . 88-4 4.824 
1 38.0 76 . 000 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same. whether the interaction effect Is present or not. 
c This estimate is computed assuming the interaction effect is absent, because it is not 
estimable otherwise. 
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Table B. 12. Reliability Statistics 
Cronbach's Alpha Cronbach's Alpha Based on Standardized Items N of Items 
. 765 . 764 3 
o Table B. 12(A). Intcr-Item Correlation Matrix 
Employee 
satisfaction 
Public Image 
Performance 
indicators 
Employee satisfaction 1.000 . 417 . 590 
Public Image . 417 1.000 . 552 
Performance indicators . 590 . 552 1.000 
The covariance matrix is calculated and used in the analysis. 
Table B. 12(B). Inter-Item Covariance Matrix 
Employee satisfaction 
Public 
Image 
Performance indicators 
Employee satisfaction . 043 . 019 . 028 
Public Image . 019 - 048 . 028 
Performance indicators . 028 - 028 . 054 
The covariance matrix is calculated and used in the analYsis. 
Table B. 12(Q. Summary Item Statistics 
Maximum 
Mean Minimum Maximum Range Variance N of Items Minimum 
Item 
751 . 679 . 815 . 136 1.201 . 005 3 Means 
The covartance matrix is calculated and used In the analysis. 
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* Table B. 12(D). ANOVA(a) 
Sum of 
Squares 
df 
Mean 
Square 
F Sig 
Between People 3.747 38 . 099 
Between Items . 366 2 . 183 7.899 . 
001 
Within People Residual 1.761 76 . 023 
Total 2.128 78 . 027 
Total 5.875 116 . 051 
Grand Mean =. 7509 
a The covariance matrix is calculated and used in the analysis. 
* Table B. 12(E). Intraclass Correlation Coefficient 
95% Confidence 
F Test with True Value 0 Intraclass Interval 
Correlation(a) Lower Upper 
Value dfl df2 Sig 
Bound Bound 
Single Measures . 520(b) . 333 . 688 4.255 38.0 76 . 
000 
Average Measures . 765(c) . 6W- 
r. 869 1 4.255 1 38.0 . 000 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance Is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect Is present or not. 
c This estimate is computed assuming the interaction effect is absent, because It is not 
estimable otherwise. 
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Tablc B. 13. Reliability Statistics 
Cronbach's Alpha Cronbach's Alpha Based on Standardized Items N of Items 
. 925 . 
925 3 
e B. 13(A). Inter-Item Correlation Matrix 
Attitudinal Structural Performance 
Attitudinal 1.000 . 771 . 818 
Structural . 771 1.000 . 824 
Performance 818 824 1.000 
The covariance matrix is calculated and used in the analysis. 
B. 13(B). Inter-Item Covariance Matrix 
Attitudinal Structural Performance 
Attitudinal . 907 . 710 . 806 
Structural . 710 . 936 . 824 
Pcrformance . 806 - 824 1.070 
The covariance matrix is calculated and used in the analysis. 
Table B. 13(C). Summary Item Statistics 
Maximum 
Mean Minimum Maximum Range Variance N of Items Minimum 
Item Means -. 049 -. 114 . 012 . 126 -. 108 . 004 3 
The covariance matrix is calculated and used in the analysis. 
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o Table B. 13(D). ANOVA(a) 
373 
Sum of Squares df Mean Square F Sig 
Between People 91.131 36 2.531 
Between Items . 295 2 . 147 . 771 . 
466 
Within People Residual 13.747 72 . 191 
Total 14.042 74 . 190 
Total 105.173 110 . 956 
Grand Mean = -. 0486628 
a The covariance matrix is calculated and used in the analysis. 
* Table B. 13(E). Intraclass Correlation Coefficient 
Intraclass 
95% 
F Test with True Value 0 
Confidence Interval 
Correlation(a) 
Lower Upper 
Value dfl. df2 Sig 
Bound Bound 
Single Measures . 803(b) . 690 . 885 13.258 36.0 
72 . 000 
Average Measures . 925(c) 
77TOT '. 959 13.258 1 36.0 72 1 . 000 
Two-way mixed effects model where people effects are random and measures effects are 
fa e d. 
a Type C Intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect is present or not. 
c This estimate Is computed assuming the Interaction effect is absent, because It Is not 
estimable otherwise. 
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9 Table B. 14. Reliability Statistics 
Cronbach's Alpha Cronbach's Alpha Based on Standardized Items N of Item 
. 617 . 624 4 
Table B. 14(A). Intcr-Item Correlation Matrix 
Transparency Accountability Responsibility Fairness 
Transparency 1.000 . 307 -. 051 . 963 
Accountability . 307 1.000 . 381 . 289 
Responsibility -. 051 . 381 1.000 -. 131 
Fairness . 963 . 289 -. 131 1.000 
The covariance matrix is calculated and used in the analysis. 
Table B. 14(B). Inter-Item Covariance Matrix 
Transparency Accountability Responsibility Fairness 
Transparency . 963 . 272 -. 050 . 910 
Accountability . 272 . 813 . 346 . 251 
Responsibility -. 050 . 346 1.013 -. 127 
Fairness . 910 . 251 -. 127 . 926 
The covariance matrix Is calculated and used in the analysis. 
Table B. 14(C). Summary Item Statistics 
Mwmum/ N Of Mean Minimum Maximum Range Variance 
Minimum Items 
Item 
-. 065 -. 098 -. 013 . 084 . 137 . 001 4 Means 
11 1 1 1 1 1 
-- 
I 
rhe covariance matrix is calculated and used in the analysis. 
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o Table B. 14(D). ANOVA(a) 
375 
Sum of 
Squares 
df 
Mean 
Square 
F Sig 
Between People 62.277 36 1.730 
Between Items . 158 3 . 053 . 
079 . 971 
Within People Residual 71.510 108 . 662 
Total 71.668 111 . 646 
Total 133.945 147 . 911 
Grand Mean = -. 0648534 
a The covariance matrix is calculated and used in the analysis. 
* Table B. 14(E). Intraclass Correlation Cocfficient 
95% 
F Test with True Value 0 
Intraclass Confidence Interval 
Correlation(a) Lower Upper 
Value dfI df2 Sig 
Bound Bound 
Single 
. 287(b) . 126 . 477 2.613 36.0 
108 . 000 Measures 1 
Average 
. 617(c) . 367 . 785 2.613 36.0 
108 . 000 Measures 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same. whether the interaction effect Is present or not. 
c This estimate Is computed assuming the interaction effect is absent, because It is not 
estimable otherwise. 
376 
Table B. 15. Reliability Statistics 
APPENDIX B. RELIABILITY STATISTICS! 
Cronbach's Alpha Cronbach's Alpha Based on Standardized Items N of Items 
. 896 1 . 
897 5 
9 Table B. 15(A). Inter-Item Correlation Matrix 
Strategy 
Human Systems 
Development Customer 
Resource and Results 
and satisfaction 
development procedures 
Deployment 
Strategy Development 
1.000 . 634 . 628 . 461 . 652 and Deployment 
Human Resource 
. 634 1.000 . 719 . 620 . 622 development 
Systems and procedures . 628 . 719 1.000 . 608 . 650 
Customer satisfaction - 461 . 620 - 608 1.000 . 759 
Results - 652 . 622 - 650 . 759 
-1.000 
The covariance matrix is calculated and used in the analYsis. 
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& Table B. 15(B). Inter-Item Covariance Matrix 
377 
Strategy 
Human 
Development Systems and Customer 
Resource Results 
and procedures satisfaction 
development 
Deployment 
Strategy Development 
1.060 . 696 . 634 . 
502 . 656 
and Deployment 
Human Resource 
. 696 1.140 . 753 . 
700 . 648 development 
Systems and procedures . 634 . 753 . 962 . 
630 . 622 
Customer satisfaction . 502 . 700 - 630 
1.118 . 784 
Results . 656 . 648 - 622 . 
784 . 953 
The covariance matrix is calculated and used in the analysis. 
Table B. 15(Q. Summary Item Statistics 
Maximum N of 
Mean Minimum Maximum Range Variance Items 
Minimum 
ItemMeans l -. 065 1 -. 130 1 . 043 1 . 173 1 -. 333 1 . 005 
5 
The covariance matrix is calculated and used in the analysis. 
9 Table B. 15(D). ANOVA(a) 
Sum of 
Squares 
df 
Mean 
Square 
F Sig 
Between People 136.778 37 3.697 
Within People Between Items . 738 4 . 184 . 480 . 
750 
Residual 56.831 148 . 384 
Total 57.568 152 . 379 
Total 194.346 189 1 . 028 
Grand Mean = -. 0654128 
a The covariance matrix is calculated and used in the analysis. 
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e Table B. 15(E). Intraclass Correlation Coefficient 
95% 
F Test with True Value 0 
Intraclass Confidence Interval 
Correlation(a) Lower Upper 
Value dfl df2 Sig 
Bound Bound 
Single 
. 633(b) . 
499 . 759 9.627 37.0 148 . 000 Measures 
Average 
. 896(c) . 
833 . 940 9.627 37.0 148 . 000 Measures 
II I 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the Interaction effect is present or not. 
c This estimate is computed assuming the interaction effect is absent, because it Is not 
estimable otherwise. 
Table B. 15(D). Reliability Statistics 
Cronbach's Alpha Cronbach's Alpha Based on Standardized Items N of Items 
. 838 . 848 3 
* Table B. 15(E). Inter-Item Correlation Matrix 
Quality of Corporate Organizational Internationalization 
Governance Excellency 
Internationalization 1.000 . 908 . 456 
Quality of Corporate 
. 908 1.000 . 585 Governance 
Organizational 
- 
. 456 . 585 1.000 Excellency 
The covariance matrix Is calculated and used in the analysis. 
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Table B. 15(F)Inter-Itcm Covariance Matrix 
Quality of Corporate Organizational 
Internationalization 
Governance Excellency 
Internationalization . 898 . 761 . 
453 
Quality of Corporate 
. 761 . 783 . 
542 
Governance 
Organizational 
. 453 . 542 
1.096 
Excellency I 
The covariance matrix is calculated and used In the analysis. 
Table B. 15(G). Summary Item Statistics 
Minimu maximum N of 
Mean Maximum Range Variance 
M Minimum Items 
Item 
-. 073 -. 095 -. 048 . 047 . 505 . 
001 3 
Means I I I I I I 
-i 
The covarlance matrix is calculated and used in the analysis. 
o Table B. 15(H). ANOVA(a) 
Sum of 
Squares 
df 
Mean 
Square 
F Sig 
Between People 71.272 34 2.096 
Between Items . 039 2 . 020 . 
058 . 944 
Within People Residual 23.148 68 . 340 
Total 23.187 70 . 331 
Total 94.459 504- . 908 
Grand Mean = -. 0732479 
a The covariance matrix is calculated and used in the analysis. 
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Table B. 15(G). Summary Item Statistics 
95% 
Intraclass F Test with True Value 0 
Confidence Interval 
Correlation(a) 
Lower Upper 
Value dfl. df2 Sig 
Bound Bound 
34. 
Single Measures . 632(b) . 456 . 777 
6.158 68 . 000 0 
34. 
Average Measures . 838(c) . 715 . 913 
6.158 68 . 000 0 
Two-way mixed effects model where people effects are random and measures effects are 
fixed. 
a Type C Intraclass correlation coefficients using a consistency definition-the between- 
measure variance is excluded from the denominator variance. 
b The estimator is the same, whether the interaction effect is present or not. 
c This estimate is computed assuming the interaction effect is absent, because it Is not 
estimable otherwise. 
f. 
APPENDIX C. 
THE EFFECT OF 
INDEPENDENT 
VARIABIES ON THE 
MAIN DIMENSIONS 
OF THE MODEL 
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CA The effect of independent variables on main dimension 
of the model 
In order to study the effect of independent variables on main dimension of the model 
statistical measures were taken. 
In the first step the respondents comprising the research population were studied from 
organizational and personal aspects. Since some of the variables, after applying statistical measures 
and calculating the mean, mode, median, and standard deviation appeared to have no significant 
roles; they were reduced to three variables, namely experience, education, and ownership. Thus, 
CG , OE, and IN were studied In relation to theses three independent variables . 
Education 
Internationalization 
The statistical measures show that with a minimum confidence level of 95% (significant 
level=o. 418) the Intervening independent variable, Le. level of education, does not affect 
internationalization. Also tukey B test results show that with 95 % confidence respondents 
with different levels of education have given similar points to the mentioned dimension. 
.- 
Corporate Governanee 
Further findings revealed that with a minimum confidence level of 95% (significant 
level=o. 458) the intervening independent variable, i. e. level of education, does not affect 
corporate governance. Tukey B test shows, 95 % confidence, respondents with different levels 
of education have given similar points to the mentioned dimension. 
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Organizational Excellence 
The statistical findings show that with a minimum confidence level of 95% (significant 
level=0.064) the intervening independent variable, i. e. level of education, does not affect 
organizational excellence. For further investigation and determining the amount Oevel) of 
homogeneity of the means tukey B test was used. The results show that with 95 % confidence 
respondents with different levels of education have given similar points to the mentioned 
dimension. 
Type of Ownership 
Internationalization 
The statistical results show that with a minimum confidence level of 95% (significant 
level=0.026) the intervening Independent variable, Le. type of ownership, affects 
internationalization. For further Investigation and determining the amount (level) of 
homogeneity of the means tukey B test was used. The results show that with 95 % confidence 
respondents working in state- owned firms have given more points to the mentioned 
dimension than those working in private firms did. 
Corporate Governanee 
The research findings show that with a minimum confiden I ce level of 95% (significant 
level=0.001) the intervening Independent variable, Le. type of ownership, affects corporate 
governance. Further, tukey B test results show that with 95 % confidence respondents working 
in state- owned firms have given more points to the mentioned dimension than those 
working in private firms did. 
Organizational Exeellenee 
The statistical results show that with a minimum confidence level of 95% (significant 
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level=0.191) the intervening independent variable, i. e. type of ownership, does not affect 
organizational excellence. Tukey B test results show that with 95 % confidence respondents 
working in state-owned and private firms have given similar points to the mentioned 
dimension. 
Experience 
Internationalization 
The statistical results show that with a minimum confidence level of 95% (significant 
level=0.000) the intervening independent variable, i. e. total work experience, affects 
internationalization In addition, tukey B test results show that with 95 % confidence 
respondents with less work experience (mean 0.35-) have given fewer points to the 
mentioned dimension, while those with more experience (mean 0.42) have given more points 
to the dimension. 
Corporate Governanee 
The findings show that with a minimum confidence level of 95% (significance level= 
0.243) the intervening Independent variable, Le. total work experience, does not affect 
corporate governance. Tukey B test results show that with 95 % confidence respondents with 
total work experience have given similar points to the mentioned dimension. 
Organizational Excellence 
The statistical results show that with a minimum confidence level of 95% (meaningful 
level: 0.000) the intervening independent variable, Le. total work experience, correlates with 
the marks given to organizational excllency. Also, the tukey B test results show that with 95 
% confidence respondents with medium total work experience have given similar marks to 
the mentioned dimension. 
APPENDIX D. 
IRAN 
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00- D. 1. Geography 
Location Iran is located in the Middle East, between Turkey and Iraq on the west and 
Afghanistan and Pakistan on the east; it borders the Persian gulf of Oman in the south and 
Armenia, Azerbaijan, the Caspian Sea, and Turkmenistan in the north. 
Size Iran's total area is 1.65milion square kilometers of which 1.64 million square 
kilometers - an area slightly larger than Alaska - are land mass. 
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NaWrd Rmourm About 40 percent of Iran's territory is considered cultivable if 
irrigation is available, but because of the lack of water, less than 30 percent of' that territory 
is cultivated. Iran has enormous reserves of oil and natural gas. Oil reserves are estimated at 
about 130 billion barrels (third in the world behind Saudi Arabia and Iraq), and natural gas 
reserves are estimated at 20 trillion cubic meters (second in the world to Russia). Mineral 
resources currently exploited include bauxite, chromium, coal, copper, gold iron ore, red oxide, 
salt, strontium, sulfur, turquoise and uranium. 
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D. 1.1 Society 
Population In mid-2005, Iran's population was estimated at 68 million, of which about 
one-third lived in rural settlements and tow-thirds in urban population centers. Population 
density was 41.8 people per square kilometer. Urbanization has been steady; In 1976, only 
47 percent of the population lived in urban areas. In 2005, the annual population growth rate 
was 0.86 percent. Net migration in 2005 was -2.64 persons per 1,000 populations. In 2004, 
Iran hosted an estimated 2.1 million refugees, of whom 1.85. million were from Afghanistan 
and 220,000 from Iraq. Under repatriation agreements, an estimated I million Afghan and 
107,000 Iraqi refugees returned home by 2005(Library of Congress, 2006). 
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* Table D. I. 1 some major Indices 
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Country > 
Human development index 
value 
r4 
E 
:3 %-ý 1 990 1995 2000 2003 Mýx 
Asia 
Azerbaijan ............... 66.9 
ý2)9U 000 000 000 0.729 101 
Jordan ...................... 71.3 89.9 0.683 0.708 0.742 0.753 90 Armenia ................... 71.5 99.4 0.737 0.698 0.735 0.759, 83 Uzbekistan .............. 66.5 
--0'479-9.3 000 0.679 000 0.694 ill 
Afghanistan - - w - - - 
United Arab 
Emirates ................ 
78.0 ý4)77.3 0.812 0.814 000 0.849 41 
Indonesia ................ 66.8 (4)87.9 0.625 0.663 1 0.680 0.697 110 
Iran (Islamic 
Republic of) ............. 
70.4 77.0 0.650 0.694 0.721 0.736 99 
Bahrain ................... 74.3 87.7 0.809 0.826 0.838 0.846 43 
Bangladesh ............. 62.8 ý4)41.1 0.419 10.452 
0.506 0.520 139 
Pakistan .................. 63.0 48.7 0.462 0.492 000) 0.527 135 
Tajikistan ................ 63.6 99.5 0.692 0.629 n 4. A 1 0.630 0.652 122 
Thailand ................ 70.0 92.6 0.714 0.749 1 000 0.778 73 
_Turkmenistan ........ 
62.4 (2)98.8 000 000 000 0.738 97 
Turkey ................... 68.7 88.3 0.678 0.709 000 0.750 94 
China ....................... 71.6 90.9 0.627 0.683 000 0.755 85 
Japan ....................... . 82.0 
111000 0.911 0.925 0.936 0.943 11 
Singapore 
............... . 78.7 92.5 0.822 0.861 
1 000 0.907 25 
Syrian Arab Rep. 73.3 82.9 0.646 0.672 0.692 0.72 1 106 
Iraq ......................... - .- I - - - 
_ 
Taudi Arabia 
........... 71.8 79.4 0.708 0.741 0.762 0.772 77 
Oman ...................... 74.1 ý4)74.4 0.699 , 
0.738 
. 
0.769 0.781 71 
Source: Iran statistical yearbook 2003 
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D. 2 Ile structure of Iranian corporation (companies) 
> D. 2.1 A review of Iran's economy 
This section deals with the situation of companies In Iran. As the aim of the study Is to 
probe the effect of the quality of corporate governance (CG) on internationalization of Iranian 
companies, It would be useful to review the quantity and quality of companies in Iran together 
with the opportunities and challenges lied ahead of them. Then the review considers the 
fortune 500 & Top 100 Iranian best performing companies. This is because about 20% of 
companies in the study are among the Top 100 Iranian companies. The role and effect of 
these companies, along with other companies under study, In the economy of Iran appears at 
the end followed by the conclusion of this section. 
> D. 2.2 A review of Corporations in Iran 
In order to understand the structure of companies and services in Iran statistical 
information from Iran Statistical Year Book (2003) was collected. It presents the number of 
corporations and kind of their structure. 
A review of the share of export and value added of revenues, both publiC and private 
sectors, in comparison to high volume of oil and petrochemical export (raw and unprocessed 
material In companies and factories in Iran) reveals that there is no specialized industry in Iran. 
Furthermore, the production of competitive products using oil related raw material, and lack 
of production chain value in the industry (public or private). This appears to be the reason for 
lack of growth in Iranian industry and corporations in non-oil industrial export (Bank Markazi 
Iran, report, 2005). 
The volume and quantity of Iranian non-oil export with 23.8% pistachio and 11.2% carpet 
reveals the share of none-industrial agricultural economy in total non-oil export of Iran, which 
depicts economical bottleneck of the country (Iran statistical yearbook, 2003). 
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The statistical study of corporations can project the status of Iranian economic companies. 
Figure DZI adopted from Iran Statistical Organization in 2003 shows that there are 320.000 
registered companies with minimum 10 staff each. Nevertheless, they do not have a 
considerable share in Iranian non-oil export and revenue. 
As figure, DZI indicates out of 320000 companies, 12000 have 10 or more staff, while 
308000 have less than 10. In other words, there are only 12000 companies with 10 or more 
staff In Iran whose value added comprises 80% of the total value added of companies. The 
308.000 companies' share of the value added is only 20%. 
In other words, 96-25% of Iranian registered companies have the least value added. This 
is while 3.75% of registered companies yield 80% of value added In Iran. Interestingly, out of 
12.000 companies, 1080 companies, i. e. 91%, are public with the value added of 59% and 
export of 71%. The rest of the companies, 10920 (91%) are private with the value added of 
41% and export share of 29%. A review of these statistics shows that in spit of large number 
of active companies in Iran, about96percentage of them, have no significant share or value 
added In Iran's economy. In addition, the productivity of these companies is not sufficient 
either. These companies have the least (externally) competitive export products and are not 
present In international economic arena. 
A review of 96% of companies in Iran reveals that they have scant effect In the economy 
of the country, which Is heavily oil -dependent. These companies are in fact unable to 
manufacture or produce quality products. which can at least satisfy domestic markets. This Is 
in spite of the fact that the country enjoys rich human and natural resources. The present study 
is an effort to find a way out of the economic dilemma dominating the country. The solution 
may be to Improve corporate governance quality, which in turn can facilitate the path to 
economic growth and even the internationalization of companies through organizational 
excellence. By improving the quality of CG and pursuing diversification of Iran's oil-reliant 
economy, the companies will have the opportunity to produce competitive products and enter 
international markets. 
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Most exports enjoy hidden value added in the form of raw material or unprocessed and 
unpacked material. This in turn indicates that production chain value is not completed and 
there is no understanding of or cooperation with entrepreneurs. Chaotic and unidirectional 
behavior in economy from one side and negligence of organizational principles, creative staff, 
upstream and downstream industries, from another side weaken the economy. Further, lack of 
sufficient appreciation of Industrial infrastructure or companies' activities and their unilateral 
and individual activities have entailed increased production or services costs. This would also 
act as obstacles In the way of internationalization and competitiveness. The lack of employment 
of FDI theory in Iran's economy, Industrial, and business companies, and non-cooperation with 
technological companies among Iranian companies is completely evident. The volume of foreign 
investment and the percentage of slow growth during the past years indicate unsuccessful 
execution of FDI and technology transfer (see foreign investment chart). 
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e Figure D. 2.1. Corporation structure in Iran -2003 
320.000 Industrial 
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308.000 Cos. With less than 10 employees. 
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* Figure D. 2.2 . 320.000 industrial companies in Iran 
N 308.000 companies 
with less than 10 
employees 
N 12.000 companies 
with 10 and more 
employees 
e Figure D. 2.3 -12.000 companies with 10 and more employees 
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D. 2.3 A review of the Top 100 Iranian companies 
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A list of Top 100 Iranian companies is published by Industrial Management Institute every 
year. It offers transparent and useful information on Iranian business companies which 
can help managers, researcher, policy makers, and the public to develop a clearer and more 
detailed understanding of the financial and economic structures of industries and large 
corporations. 
Fast and continuous growth of companies and, as a result. the national economy depends 
on an in-depth understanding of the performance, strengths. and weaknesses of these 
companies. 
Since strengths and weaknesses are relative concepts, the list provides a framework in 
which companies can be compared and appraised from a new angel. In addition, other 
companies develop a better understanding of the circumstances, which led the companies to 
the top. It can further help investors to make a better choice for investment. 
Here the companies are first assessed and ranked based on their sales, and then the (Aller 
variables are considered. Moreover, the companies in a particular industry are also compared 
to identify the top ones. 
Sales 
Definition and concept 
By definition, sales are the final output of business companies. The sales volume 
determines the status of the companies in the market, in other words the more sales a 
company enjoys the more share (the better status) in the market it has. The sales variable is 
in close connection with other indices such as profit per capita sales. sales return arid so forth. 
Thus, the first variable to be looked upon is sales. 
394 
General description 
APPENDIX D. IRAN 
The Top 100 companies' average sales during 2001-2003 stood at 295862.87 billion 
Rials, which shows a deviation for different years. 
9 Table D. 2.1. sales of IMI 100 companies 2001-2003 (billion Rials) 
2000 2001 2002 2003 
sales 141882 174593 275551 437445 
Annual growth 23 58 59 
Average of sales growth (last 3 years) 47 
Average of sales (last 3 years) 295863 
Source: Iran M 100 companies, various ism, 
As indicated In Table D. 2.1 companies sales in the mentioned year witnessed growth. 
The average sales growth in the last three years for top companies was 46.5%. However, sales 
growth of the first and last companies had different processes. According to Table D. 2.2, the 
companies with higher sales among the 100 Top companies enjoyed a higher growth In the 
sales as well. 
Table D. 2.2. Sales of IMI 100 companies (percent) 
Name of company 
Average of 
sales growth 
sales growth 
2002 
sales growth 
2002 
sales growth 
2001 
First company 74 67 128 27 
First five companies 64 69 90 32 
First Ten companies 57 66 81 23 
First 50 companies 49 61 63 23 
Last 50 companies 30 43 27 20 
Last 10 companies 30 46 24 19 
Last 5 companies 31 45 21 26 
The one hundredth 
Company 
3 -6 1 14 
Soum hm M 100 companies, various issues 
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The average sales growth for the first 10 companies in the years under study stood at 
56.77 %, while the figure for the last 10 companies was at average of 29.65%. If we define 
the degree of concentration as the sales ratio of first several companies In the list to total 
sales of 100 top companies as indicated in Table D. 2.3 the degree of companies 
concentration in the beginning of the list has increased during the years in question . 
* Table D. 2.3. Concentration of sales degrce(percent) 
Sales ratio 2001 Sales ratio 2002 Sales ratio 2003 
Average of 
sales ratio 
The first company to all 11 16 17 15 
The first 5 companies to all 33 40 42 38 
The first 10 companies to all 47 54 - T 57 53 
Source: Iran M 100 companies. various issues 
Thus, the first 10 companies had an average of 5 2.6 % of the total sales The Table further 
shows that the sales have had incremental growth The sales of the first and last companies 
in the list are compared to study the degree of business activities of the companies from 
another angle. 
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Table D. 2.4. Comparison of amount of sales of IMI 100 companics(pcrccnt) 
Sales Sales Sales Sales Averag Averag 
ratio ratio ratio ratio e of last 3 e of sales 
2000 2001 2002 2003 years growth 
The first company to the I to I hundredth 56 62 119 137 106 39 
The first 5 companies to the 5 to 5 last companie 32 
I 
36 56 65 52 29 
The first 10 companies to 10 to 10 the last companies 23 25 37 42 35 23 
The first 50 companies to 50 to 50 the last companies 6 6 18 9 8 13 
Source- Iran M 100 companies, various isst= 
According to Table D. 2.4, an average sale of the first company in the last three years is 
about 106 times as compared to the hundredth company. The ratio varies in the years under 
study. 
Table D. 2.4 also Indicates that the first 10 companies listed had 8 times more sales 
compared to the last 10 companies. The average sales of the first 50 companies compared to 
the last 30 companies during 2001 - 2003 were about 13.5 more. This indicates that the 
degree of concentration money of companies under investigation has increased. (Table D. 2.4) 
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Comparing the best and the worst 
A) Ihe best 
Table( D. 2.5) presents 8 top companies concerning their average sales in three years. 
As it is clear in the Table, the first eight companies comprise 46 % of the total sales. 
0 Table D. 2.5. Top companies based on sales 
Name of company 
Average of 
3 years 
sales 
Percent 
of total 
average 
Organization of developing & renewing Iran's industry co. 46498.87 16.00 
Iran Khodro and affiliated companies 28013.70 9.00 
Saipa co. 15978.40 5.00 
Bank Melli Iran 11857.93 4.00 
Saico co. 11317.90 4.00 
Bank Saderat 8898.13 3.00 
Bandar Emarn Petroleum co. 7343.63 2.00 
Iran insurance 6732.933 2.00 
Total 136641.50 46.18 
Source: Iran M 100 compantes, various issues 
This shows a concentration of sales In the top of the lists. For example. Industrial 
Development and Renewing Organization alone own 16 % of the total sales and Iran khodro 
co. and affiliated companies have 9% of the total average sales in three years. 
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B) Ihe worst 
The companies with low average sales volume are presented in Table D. 2.6 among them 
Export Development Bank of Iran has the lowest rank with average three year sales of 444.27 
billion Rials. The sales volume ratio of this bank to average of total sales volume is only 0.15 
%, which in comparison to the first companies' sales volume Is very low. Sepahan Cement Co. 
Is similar to Export Development Bank of Iran with insignificant sales volume. 
If we add up the average three year sales, volume of the last eight companies it amounts 
to 3963.57 billion Rials, which in comparison to total sales volume is about 1.34%. In other 
words, these eight companies have only 1.34 % of Top 100 companies' sales. 
Table D. 2.6. The worst companies based on sales 
Name of company 
Average of 3 
years sales 
Percent of 
total average 
Niro Battery co. 551 0.19 
Sepanta. Investment & industry co. 529 0.19 
Azmayesh co. 520 0.18 
Isfehan petroleum co. 504 0.18 
Pars oil co. 479 0.17 
Niro Mohareke co. 477 0.16 
Sepahan cement co. 456 0.16 
Bank Tose Saderat 449 0.15 
Total 3966 
Source: Iran M 100 companies, varlow In, 
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Conelusion 
As it was mentioned before sales, volume reveals the level of interaction between 
companies and their role in the markets. It also affects many Internal and external factors of 
the companies. This index Is in close connection with other indices. In fact, the sales volume 
of a company helps us understand the financial and economic status of that company. 
As It went before Industrial Development and Renewing Organization of Iran, enjoying. 1 6 
of total sales volume tops the list in this respect Iran khodro co. and affiliated companies 
stand second while Sepahan Cement Co. and Export Development Bank of Iran stand the lowest 
in the list. 
It was also argued that the degree of sales concentration in the beginning of the list Is 
much more than those at the bottom of the list as the first eight companies have almost half 
of the total sales volume. 
That sales Is one of the influential factors In decision making therefore other Indices 
should also be taken into account to minimize decision-making risks as much as possible. 
Gross or net profit 
Definition and eoneept 
Measuring gross or net profit for general life cycle of a business company is relatively 
simple. This profit is the amount of money In and out of the company (except the money 
invested by investors and the amount paid to them) Profit before tax is simply calculated 
from loss and profit statement. In these statements, the profit In a particular period Is 
computed by deducting the prime cost of goods, services and operational and co-operational 
costs from total revenue. The results can be used in decision making In and out of the business 
entity. 
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The profit for Top 100 companies in the years under discussion amounts to an average 
of 40792 billion Rials. This figure represents the average sum of the companies profit during 
2002-2003. As indicated in Table D. 2.7, the profit in 2001 in comparison with that of 2000 
has decreased 26%. However, in the following years this Index has increased by 94%. Thus, 
it can be concluded that the average growth of the profits in the years under investigation has 
been about 54%. 
i Table D. 2.7. Profitability of IMI 100 companies 
2000 2001 2002 2003 
Profit 24613 18233 35309 68836 
Profit Growth - -26 94 95 
Average of profit growth 54 
Average of last 3 years 40792 
Source: Iran M 100 companies, various issues 
By reviewing the profit growth of the Top 100 companies during 2001-2002 (Table D. 2.8) 
it can be found that, the first company had an average growth of 83.2 % per year. In addition, 
the profit growth of the first 10 companies was about 77%, which indicates that the first 10 
companies' profitability was much higher than those of the rest were. This is Indicated in 
Table D. 2.8 which also shows that only the first 50 companies had profit growth concerning 
profit index. If we look at this issue in the framework of profit concentration (Table D. 2.9), we 
can observe that the average ratio of profit concentration for the first 10 companies is about 
59.2%, which means that the first 10 companies had more than half of the profitability. 
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Table D. 2.8. profit growth of IMI 100 companies 
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Profit 
growth 2000 
Profit growth 
2001 
Profit 
growth 2002 
Average of prorit 
growth 2003 
The first Co. -62 147 165 83 
The first five Cos. -42 235 146 113 
The first 10 Cos. -30 140 120 77 
The first 50 Cos. -15 103 108 65 
The last 50 Cos. -10 -6 -153 -56 
The last 10 Cos. -195 -175 41 -110 
The last 5 Cos. -299 -216 17 -166 
The hundredth Co. -413 NA -8 NA 
Source: Iran W 100 companies, various isst 1 
Table D. 2.9. Concentration of profit degree 
Concentration 
rate 2001 
Concentration 
rate 2002 
Concentration 
rate 2003 
Average of 
concentration rate 
The first Co. to all 11 13 18 14 
The first 5 Cos. to all 39 39 43 40 
The first 10 Cos. to all 58 58 62 59 
Source: Iran M 100 compantes, various imues 
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If the companies with high average profitability are looked upon, it will be clear that 
about 48% of the total average profitability belongs to the first eight companies. This comprises 
about half of the total average profitability of the companies. As indicated In Table 10, 
Industrial Development and Renewing Organization of Iran had 15.12% of total average of 
profitability. The figure for Saipa Corporation and Affiliated Companies was about 6.1 
9 Table D. 2.10. Top companies based on profitability 
I Name of company profit Percent of total 
average 
1 Organization of developing & renewing Iran! s 
industry co. 
6170 15 
2 Saipa co. 2488 6 
3 Bandar Emarn Petroleum co. 2271 6 
4 Iran Khodro and affiliated companies 2062 5 
5 Bank Saderat 2032 5 
6 Folad Mobarake steel co. 1686 4 
7 Ghadir Investment co. 1400 3 
8 Bank Melli Investment co. 1311 3 
9 Total 19419 48 
Source- Iran M 100 amipanies. vmim issil 
If profitability among these first eight companies is considered, It will be clear that 
Industrial Development and Renewing Organization of Iran in comparison with other 
companies have had a better position. As it is clear, there is a wide gap between this company 
and the second one, Salpa Corporation and Affiliated Companies. However, the profitability 
among the rest of the companies decreases slightly. 
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Table D. 2.11. Top companies based on proiritability 
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Rank 2001 2002 2003 
Name of the company Name of the company Name of the company 
1 Bandar Emarn Organization of organization of extending 
petroleum co. Extending and and renewing of IraWs 
developing of Iran's industry 
industry co. 
2 Organization of National Saipa and affiliated 
extending and renewing petrochemicals companies 
of Iran's industry products & affiliated 
companies 
3 Iran Khodro & affiliated Bank Saderat organization of renewing 
companies & extending of Iran's 
Mining industry 
4 Mobarake steel co. Bandar Emarn Bank Saderat 
_petroleum 
co. 
5 Iran's copper co. Saipa and affiliated National petrochemicals 
companies products & affiliated 
companies 
6 Bank Maskan Iran khodro & affiliated Iran khodro, & affiliated 
companies companies 
7 Arak petrochemical co. Mobarake steel co. Bandar Emam petroleum 
I co 
8 1 Ghadir Investment co. Bank Maskan Mobarake steel Co. 
Source: Iran M 100 companies, various issues 
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B) The worst 
Table D. 2.12 presents the loss-incurred companies in different years. In the year 2001. 
II companies out of Top 100 companies Incurred loss. The figures In 2002 and 2003 were 
eight and nine respectively. The name and the total loss of these companies are presented in 
Table D. 2.12. 
* Table D. 2.12. Companies based on total loss 
Rank 2001 2002 2003 
1 Shiraz petrochemical co. Nalshekar co. Nalshekar co. 
2 Khorasan petrochemical co. JI1 airlines (Homa) J Il airlines (Homa) 
3 Razi petrochemical co. Iran national steel co. Khorasan steel co. 
4 Tabriz petrochemical co. Shiraz petrochemical co. Shiraz petrochemical co. 
5 Khozestan steel co. Iran poly acryl co. Azmayesh co. 
6 J II airlines (Homa) Azmayesh co. Iran national steel co. 
7 Iran national steel co. Mazandaran wood & paper co. Tabriz petrochemical co. 
8 Bank saderat Tabriz petrochemical co. Azar Ab co. 
9 Iran fishery co. Navard Lole Ahwaz co. 
10 Azmayesh co. 
11 Saipa gostar co. 
Source- Iran M 100 companies, various Issil 
It should be noted that this table is ranked based on the most loss to the least. 
Conclusion 
Profit index indicates, to some extent, the evaluation of the effectiveness of a business 
entity or company. In fact. the degree of profitability of a company may be the most important 
factor for investors and stockholders. Thus, in the previous discussion the companies with the 
most profitability and those with loss were introduced. As it was discussed, Industrial 
Development and Renewing Organization of Iran and Salpa Corporation and Affiliated 
Companies were the two most profitable companies. Further, J. A. A. Air lines and Shiraz 
Petrochemical Co. ranked the last in Table as loss incurred companies. The correlation between 
3-year average sales and the profit average of the companies was about 85%, which indicates 
a strong relationship between the sales and profits of the companies. 
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Return of sale (ROS)- Definition and concept 
ROS is computed by dividing profit before tax to companies' sales, and shows the average 
profit of a company out of one Rial sale before deducting tax costs. The higher ratio shows a 
better position of the company regarding profitability index. 
Note 1: 
Cost deviation, which affects both profit and sales together with companies' economic 
operation environment, affects this Index. However, concerning the aim of this review, which 
is a comparison of Top 100 companies in Iran, and the fact that most of the cost deviation 
and environmental condition extend to all companies one can relatively compare the 
companies based on this index without any serious problems. 
Note 2: 
Considering the special structure of most investing companies operations, which in fact 
have no significant operational cost, their evaluation and comparison based on this Index with 
other companies in the list, should be done with more care. Yet, to maintain extendibility of 
the list, these companies are ranked and compared with other service and manufacturing 
companies. 
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ROS of the Top 100 companies during the years under discussion was about 13%. As 
Table D. 2.13 Indicates this ratio had an average growth of 22.7% from 2001-2003. Yet, the 
average growth rate in 2001 was -39.8%, the reason can be the decrease of companies' 
average profit In 2001 comparing to that of 2000. 
Table D. 2.13. Average of sales return of IMI 100 companies 
2000 2001 2002 2003 
Average of profit of IMI 100 companies 246 182 353 688 
Average of sales of IMI 100 companies 1419 1746 2756 4374 
Average of sales return of IMI 100 companies 17 10 13 16 
Average of sales return of IMI 100 co. in last 3 years - 13 - - 
Average sales return growth of IMI 100 companies 40 23 23 
Source: Iran M 100 companies, various issues 
If the ROS of the companies is looked upon considering their sales, the correlation between 
these two indices is -0.09. In other words, there is a reverse relation between these two indices 
in the sample under study. In addition, regarding the Table D. 2.13 it can be concluded that 
the companies ranked last considering the sales enjoy a high ROS, while companies with high 
sales rank, and have lower ROS. 
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Comparing the best and the worst 
A) The best 
4Q7 
Table D. 2.14 shows the Top 10 companies regarding ROS. Bank Melli investing Company 
and Ghadir Investment Company rank first and second, with an ROS of 98.93% and 95.30% 
respectively. Sepahan Cement Company ranks third, with the ROS of 67.99%. The average 
ROS of the Top 10 companies amount to 62%, which is computed from the 3-year average 
ROS of these 10 companies. 
Table D. 2.14. First ten companies based on average of sales return 
Name of company Sales return 
Bank Melli investment co. 99 
Ghadir investment co. 95 
Sepahan cement co. 68 
Khark petrochemical co. 61 
Rena investment co. & affiliated compnies 60 
Bank Tose saderat 57 
Tehran cement co. 54 
Fars & khozestan cement co. 46 
Behran oil co. 42 
Isfehan petrochemical 36 
Source: Iran M 100 compmiles, various Lssues 
As it is shown in Table D. 2.14, Bank Melli and Ghadir Investment Companies rank the 
highest in the list. The gap between these two companies and the third one is about 30%, and 
with the tenth company, Isfahan Petrochemical Company 60%. 
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B) The worst 
Table D. 2.15 depicts the six companies, which had a negative average ROS among thý Top 
100 companies. Shiraz Petrochemical Company with an ROS of -23.8% ranks the last In the 
list. The average ROS of these six companies is about - 12.7%. Razi Petrochemical Company 
with an ROS of -6.94 % has the least and Shiraz Petrochemical Company with an ROS of -33.4% 
has the most negative ROS. 
Table D. 2.15. The worst companies based on sales return 
Name of company Sales return 
Razi petrochemical co. -7 
Tabriz petrochemical co. -7 
Azmayesh petrochemical co. -7 
J 11 airlines (Homa) -8 
Iran steel co. -10 
Shiraz petrochemical co. -34 
Source: Iran M 100 compmAm various in, 
Conelusion 
As it was discussed, ROS is the result of profit divided by sales. Thus, the two indices, profit 
and sales affect It. However, it cannot be interpreted that the more sales or profits would 
entail the higher ROS, since more sales do not always entail higher profits. As it is shown in 
Table D. 2.15. some companies with higher sales had lower ROS in comparison with other 
companies. Yet, ROS Is a suitable index for evaluating the degree of profitability from each one 
Rial of sale. The sole consideration of sales or profit cannot be a good base for evaluation. From 
this point of view, Bank Melli and Ghadir Investment Companies and Sepahan Cement 
Company are among those companies, which had acceptable ROS. and Iran Melli-Sanati steel 
group and Shiraz Petrochemical Company rank the last In the list with the highest negative 
ROS. 
APPENDIX D. IRAN 409 
Return of Equity (ROE) 
Deftnition and concept 
This ratio indicates the profitability share of stockholders. The stockholders of each 
business entity consider this ration the most important since it is the outcome of their 
investment. In fact, from their point of view this ratio indicates the total operation of a 
company and its management. 
General description 
The ROE of Top 100 companies' stockholders during the years under study was an 
average of 12.12%. As Table D. 2.16 indicates this ratio from 2001-2003, had an average 
growth of 30%. Although, its average growth in 2000 was -60%. which can be due to decrease 
of ROA average of Top 100 companies. 
* Table D. 2.16. Average of owner's equity return of IMI 100 companies 
2000 2001 2002 2003 
Average of ROA of IMI 100 companies 5 2 3 4 
Average of owner's ratio of IMI 100 companies 21 26 29 28 
Average of ownees equity return of IMI 100 companies 23 9 11 16 
Average of owner's ratio in last 3 years 12 
-j Growth of owner's equity return of IMI 100 companies 1 -60 21 
Source: Iran M 100 companies, various issu 
ROE average in 2003 for the Top companies was about 15.7% (Table D. 2.16), which 
shows 39% growth rate in comparison to the year 2002. In the year 2002, this index had a 
growth rate of 21% compared to previous year. 
Since ROE encompasses sales factor, it can be reviewed considering the sales rank of the 
companies. Thus, it can be decided whether the companies with better sales rank are in better 
position regarding ROE. 
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The correlation between ROE and sales average is -0.03. In other words. there is a reverse 
and weak relationship between sales average and ROE in the diagram. The companies with 
suitable sales rank compared to those with lower rank have less ROE average. 
As an example, Azmayesh Industrial Companies with ROE of 3.36% rank first in the list. 
This is while sales rank of this company is 78. Saipa Auto manufacturing and Affiliated 
Companies rank second with ROE of 1.82% and third considering the sales. 
IPACO and Affiliated Companies ranked 62 considering sales index and third regarding 
ROE of 1.53%. 
Comparing the best and the worst 
A) Ihe best 
Table D. 2.17. Shows the top 10 companies regarding average ROE. 
Table D. 2.17. First ten companies based on average of owner's equity return of IMI 
100 companies 
Name of company yield 
Azmayesh co. 3 
Saipa & affiliated companies 2 
Tehran cement co. 2 
Sepehan cement co. 2 
Pars oil co. I 
Behshar industry co. I 
Ahwaz pipe co. I 
Khark petrochemical I 
Bonyad organization I 
Isfehan. petrochemical co. I 
Source. bw m 100 compmdm vulm Issm 
Azmayesh Industrial Companies with an average ROE of 3.36% and Saipa Auto 
manufacturing and Affiliated Companies with an average ROE of 1.82% rank first and second 
respectively. Further, Bonyad Finance and Credit Association and Isfahan Petrochemical 
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Company with an average ROE of 99% and 95% ranked 9 and 10 In the list respectively. 
B) Ihe worst 
Table D. 2.18 presents six companies, which had negative ROE. Isfahan Steel Company with 
ROE of -0.1 % has the worst position in the list, and Poly acryl Iran Corporation and Tabriz 
Petrochemical Co. with ROE of -0.01 rank first and second among companies with negative 
ROE. 
* Table D. 2.18. The worst companies based on average of owner's equity return 
Name of company yield 
Iran poly acryl co. -0.01 
Tabriz petrochemical co. -0.01 
Razi petrochemical co. -0.02 
Shiraz petrochemical co. -0.05 
J II airlines (Homa) '0.0 
Isfehan steel co. -0.10 
Source: bw M 100 companim vafts ism, 
ROE average of these six companies is about -0.04% calculated from the 3-year ROE 
average of these companies. 
Conclusion 
The aim of computing ROE Is to determine the degree of profitability of ROE. In fact, 
stockholders envisage their Interests, company, and management's operation to gain targeted 
profit. Thus, when evaluating this index, the degree of profitability of the company and ROE 
should be taken into account. 
In addition, as it went before, this index encompasses other factors such as sales, liability 
ratio, ROS. and total assets turnover, which must be considered. Here. ROE is reviewed taking 
into account sales and owners' equity. 
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Azmayesh Industrial Co., and Slapa and Affiliated Co. ranked first and second respectively 
Top 10 companies were presented. Regarding negative ROE, six companies were introduced 
among which Isfahan Steel Co. and J. A. A. Airlines ranked last in the list. 
Return of Assets (ROA) 
Definition and eoneept 
By dividing net profit to capital assets ROA is obtained, which shows the degree of profit 
for every Rial of invested capital of the company. Many analysts maintain this Index as ultimate 
Indicator of management's efficiency and effectiveness in running a business entity. A higher 
ROA denotes optimum utilization of company's assets and resources to create profit. 
Note 1: 
In calculating ROA based on financial statements of companies, assets (divisor) are based 
on historical/ dated prices and profit before tax (dividend) is based on current prices. Thus. a 
significant portion of ROA is related to inflation (two digits) in the country and does not 
represent the ability or capacity of the management circle. Thus, Interpretation of figures 
should be done with care when comparing companies and universal figures. 
Note 2: 
There are some non-operational revenues in some companies, which are not related to 
current activities of the company. These have usually Increased the ROA in some companies, 
which must be taken into account when reviewing the ranks and figures. 
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General deseription 
Average ROA of the companies stands between 51.2% and -8.3%. The average ROA of the 
100 top performing companies during the years under study was 3.37%. As indicated in Table 
D. 2.19 this ratio has increased about 35% on average since 2001. This is while the growth 
for 2001 was -50.7% compared to the year 2000, which is due to an average of 30% decrease 
of profit in 200 1. 
* Table D. 2.19. Average of assets return of IMI 100 comPanies 
2000 2001 2002 2003 
- Average of profit of IMI 100 companies 246 182 353 688 
Average of assets of IMI 100 companies 4995 7509 10870 15509 
Average of assets return IMI 100 companies 5 2 3 4 
Average of assets return of IMI 100 companies in last 3 years 3 
Average of growth assets return of IMI 100 companies -51 34 37 
---j 
Source: Iran M 100 companies, various issu 
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Comparing the best and the worst 
A) The best 
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Top 10 companies regarding ROA are presented in Table D. 2-20. 
o Table D. 2.20. First ten companies based on average of assets return 
Name of company Assets return 
Behran oil co. 51 
Sepahan cement co. 43 
Pars oil co. 36 
Khark petrochemical co. 33 
Esfehan petrochemical co. 32 
Tehran cement co. 29 
Bank Melli investment co. 28 
Arak petrochemical co. 28 
Ghadir investment co. 28 
Fars & Khozestan cement co. 27 
Source: Iran M 100 companies, vmlous, issues 
Beran Oil Co. and Sepahan Cement Co. with ROA of 51.2% and 43.3% stand first and 
second respectively. Pars Oil Co. with ROA of 36.3% ranks third. Average ROA for top 10 
companies is 33.5, obtained from three-year ROA average of these companies. 
Among these 10 companies, Fars and Khuzestan Cement Co., and Affiliated Companies and 
Ghadir Investment Company with 26.6% and 28.1% rank last in the list respectively. 
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B) Ihe worst 
Table D. 2.21 presents companies with negative ROAs. 
Table D. 2.21. The worst companies based on average of assets return 
Name of company Assets return 
Razi petrochemical co. -1 
Tabriz petrochemical co. -1 
J 11 airlines (Homa) 4 
Iran national steel co. -5 
Shiraz petrochemical co. -5 
Azmayesh co. -1 
Source: Ran ING 100 companies, various issues 
Azmayesh Industrial Co., with ROA of -8.3% and Shiraz Petrochemical Co., with -4.6% ROA 
rank the last among Top 100 companies. Calculated from the 3-year average of these six 
companies, their average ROA is around -4%. 
Conelusion 
As discussed before ROA represents the degree of profitability of every Rial Investment. 
Further, through ROA index it is possible to compute the years required to return the book 
value assets of the company resulting from investment. 
Since the Investors seek to maximize profit and optimize the use of the assets of the 
company and reduce the rate of capital return, this index can guide investors to reach the 
mentioned goals. Thus, investors should not only take into account other Indices such as 
higher sale or profit, but also the ROA Index. This is because a company with higher sales may 
have lower ROA. 
In this part companies with high ROA, such as Behran Oil Co., Sepahan Cement Co. and 
Pars Oil Co. were Introduced. In addition, companies with negative ROA, such as Azmayesh 
Industrial co. and Shiraz Petrochemical, were studied. 
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EXPORT 
Definition and concept 
In this index, the 100 top performing companies are compared based on their 
exportations. Among 100 top companies ranked based on sales volume, some have no exports 
or they have not announced any export figures on account of some reasons, like not calculating 
exports figures ( for example banks and some Insurance companies). Some companies, 
meanwhile. have reported their export figures zero. In this study, the companies with no and 
zero export are not included. 
General Description 
The number of exporting companies in the years 2001,2002, and 2003, was 72,69, and 
68 respectively. The remaining companies had no export due to different reasons. Export 
volume of exporting companies during the years 2001-2003 has had an incremental growth, 
with an average export rate of 53.6% In the last 3 years. The average export volume for the 
last 3 years amounted to 3.610.058.000 dollars (rable D. 2.22). 
9 D. 2.22. Exports of IMI 100 companies 
2000 2001 2002 2003 
Export 1607575 2132403 3052925 5644846 
Annual growth - 33 43 85 
Average of export's growth 54 
Average of exports (last 3 years) 3610058 
Number of export companies 65 
_72 
69 68 
Source: Iran M 100 companies, various Issues 
Table D. 2.22 reveals that export volume for the year 2003 increased 84.9% compared to the 
year 2002. 
- If we define the degree of concentration as the ration of exportations of companies ranked 
the beginning of the list to the total export of 100 companies. then. as shown In Table D. 2.23, 
the degree of export concentration in the beginning of the list, in different years, has not 
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changed significantly. This is while export concentration in the beginning of the list is quite 
high with an average of 80% for the first 10 companies to total companies. 
Table D. 2.23. Concentration of export's degree in IMI 100 companies 
Average of 
Concentration Concentration Concentration 
concentration 
ratio 2001 ratio 2002 ratio 2003 
ratio 
The first company to all 22 23 22 22 
The first five companies 
59 66 66 64 
to all 
The first ten companies 
77 81 82 80 
to all 
Source: Iran M 100 companim various issu 
Approximately a significant part of export belongs to the first 10 companies. These 
companies enjoy a high sales volume as well. The correlation between the average export 
volume and sales volume is 0.26, indicating a relatively strong but direct relationship between 
these two variables. The diagram also shows a relatively parallel movement of these two 
variables. 
It should be noted that companies ranked last in the list have had growth in their exports 
In recent years. This is presented In the respective tables and diagrams. Table D. 2.24 shows 
that the export growth rate of the first and last companies was only 21%. 
Table D. 2.24. Comparison of amount of exports of IMI 100 companies 
Average 
Export Export Export Average of of export 
ratio 2001 ratio 2002 ratio 2003 last 3 years ratio 
growth 
The first company to the 
last company 95460 42143 61700 1176200 1135 
The first 5 companies to 
the last companies 18036 13404 10291 13910 48 
The first 10 companies to 
the last companies 1555 I 
2301 
I 
2050 1969 23 
I 
Source: Iran M 100 companies, various issues 
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Comparison of the best and the worst 
A) Ihe best 
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Table D. 2.25 depicts the top 10 companies regarding their export volume. Among them, 
is Bandar Imam Petrochemical Co., with an average 3-year export amounting to 547.785.000 
dollars. Total export volume of these 10 companies amounts to around 1.973.635.000 dollars, 
which comprises around 55% of the average total exports of the 100 companies. 
e Table D. 2.25. The best companies ordered in exports 
Name of company Average of 3 
years export 
Percent of total 
average 
Bandar Ernam petrochemical co. 591.100 16 
J 11 airlines (Homa) 547.785 15 
Organization of developing & renewing Iran's 
industry co. 
211.486 6 
Khark petrochemical co. 163.326 5 
Sadra co. 142.627 4 
Mobarake steel co. 121.576 3 
Iran! s copper co. 105.554 3 
Khozestan steel co. 90.180 2 
Total 1.973.635 5 
Source: Iran M 100 companies, various Issu 
It should be mentioned that Bandar Imam Petrochemical Company's share of the total 
average export is 16%. However, the figure for J. A. A. shipping and Affiliated Companies is 
15%. 
Finally, there is Khuzestan Steel co., ranking tenth, with an average 3-year export of 
9.018.000 dollars, 21% of the total average export of 100 companies. 
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B) Ihe worst 
Table D. 2.26 depicts the worst companies regarding their exports. 
Table D. 2.26. The worst companies ordered in exports growth 
419 
Name of company Export 
Niro Mohareke industrial co. 183 
Pars electric and affiliated companies 34 
Mehr Kam Pars co, 32 
Moshaver Saze Gostare Saipa co. 17 
Mega Motor co. 11 
Rana investrnent co. 0 -j 
Source: Iran M 100 companies, various issues 
Total export volume for the last five companies In the list Is about 277.000 dollars, which 
again is of very little significance compared to total export volume. 
Conelusion 
One of the Important factors for investment companies Is the export volume of a company 
and its relationship with other indices such as profitability, and sale. In this part, companies 
with the highest export volume and those whose export amounted to 277.000 dollars were 
identified. Bandar Imam Petrochemical Co., and A. AJ. Shipping and Affiliated Companies were 
reported as having suitable positions regarding their export volume. 
However, companies such as Mega Motor, or Salpa Consulting & Engineering Co. did not 
have a good position regarding export index. This review provides useful information and 
insights for Investment companies to minimize the risk of their investment. Thus, they Invest 
in those companies, which gain the highest degree of sales through export and reduce the 
company's risk due to saturation of domestic markets, increased profitability and enhanced 
stakeholders' interests. 
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>D. 2.4 Comparing IMI-100 and Fortune 500 industrial groups 
In order to find indices to evaluate the success and failure of the companies and their 
classifications, Fortune 500 companies were studied. The four indices, among others, 
Introduced in Fortune 500 ranking together with two indices In the date of this research. 
formed the basis of an assessment of the companies. Further, Iran Top 100 best performing 
companies provided more insight to cultivate the robustness of companies in terms of their 
corporate governance systems and their potential for presences in International markets. 
Although there are a number of criterions taken into account to rank top companies, the 
latest ranking based on Fortune 500 is based on revenues, profits, assets, and stockholders' 
equity. Among these variables, revenues stand out as a major factor, 
In order to have a better understanding of companies ranking and the perspectives 
through which the industrial and economic environment are studied the active and 
entrepreneurial companies are ranked in the form of Top 500 or Top 100 companies. 
This ranking is primarily based on revenue, which encompasses their competition in 
drawing up the most effective strategy, selection of best managers. establishment of the best 
organizational excellence, developing the best relationships with stakeholders, enjoy ever- 
increasing stability in stock markets, and income growth. 
If revenue factor is considered as a significant variable among the companies around the 
world, the Increase in stakeholders Is considered the outcome of their Interaction. Therefore, 
evolution of stakeholders' interaction with quality CG accompanied by organizational excellence 
can help reach this end.. 
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0 Tablc D. 2.27. Fortunc 500 companics (rank 1-4) 2005(Million 
Source: CNN, Database. Fortune5OO 
Rank Name Revenues Profits Assets Stockholders' Equity 
I Exxon Mobile 339.938.0 36.130.0 208.335.0 111.186.0 
2 Wal-Mart stores 315.654.0 11.231.0 138.187.0 53.171.0 
3 General Motors 192.604.0 -10.600.0 475.284.0 16.734.0 
4 Chevron 189.481.0 1 14.099.0 1125.833.0 1 62.676.0 
As mentioned in the introduction, several international lists have a similar methodology 
to that of IMI-100, and carry out the ranking of best performers. Fortune-500 is the oldest 
and most well known list in this field. 
Considering the contribution of IMI- 100 to the transparency of Iran's business 
environment and economic information, comparing the combination and condition of industrial 
groups in Iran and In the world could be more informative for readers. In this part, Industrial 
groups in IMI- 100 and Fortune-500 are compared briefly. 
a Due to the presentation of only sales and profit statistics for companies in Fortune-500, 
only a limited number of comparisons between Industrial groups' indices are possible between 
IMI-100 and Fortune-500: return on sales and the number of companies in every industrial 
group in the lists. 
e The first column on the left side shows the first company in the considered industrial 
group In Fortune-500. Indeed, every company in this column is the largest one in its Industrial 
field in the year 2003. 
9 By comparing similar industrial groups, it is shown that some industrial groups in 
Fortune-500 have no equivalent in IMI-100. In other words, although companies In these 
industrial groups are among the best performers in the world, in the business environment of 
Iran, these kind of businesses are not listed In IMI-100 (industrial groups like publishing, 
printing), or are monopoles in Iran (like Energy). On the other hand, some Industrial groups 
in Iran are not the same as those groups in the world. 
0 According to Table D. 2.28, Banks: commercial and saving encompass greatest number 
of companies in the top 500. 
* Comparing return on sales of corresponding industrial groups In IMI- 100 and Fortune- 
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500 reveals great distinction between industrial groups in Iran and in the world. For example, 
the maximum sales return for industrial groups in the world is around 16%. in comparison 
with a 62% for the Industrial groups in IMI-100. 
* In the context of the performed study on the sales return of the first fifteen industrial 
groups in Fortune-500, some Industrial groups that are not considered in IMl- 100, are among 
the most powerful industrial groups (based on sales return) in the world. 
0 Table D. 2.28. Comparative table of industrial groups in fortune 5(M and IMI-100 
Fortune 500 Indus &I troups IMI -1001ndus altroovs 
Average Average 
The first Number Share Sales ' Profit proflt/ profit I Number Industrial 
company in Industrial groups of (percent) (million (million sales sales of rou s every group companies dollars) dollars) ratio ratio companies g p 
(percent) 
Archer 
Daniels Food production 3 77602 1199 
Midland 
Compass Food services 3 47745 1940 
roup 7 8 Food and 
CwTefour Food and drug 23 . 720634 13565 
3 10.5 8 
beverage 
stores 
nestle 
Food consumer 6 197425 13459 
products 
Coca-Cola I Beverages 4 64059 7220 
Health products 
Pfizer Pharmaceuticals 12 2.4 301446 48244 16 12.4 2 and 
r) armaceuticals 
Siemens Electronics, 686M 14446 
- 
electrical equip Cnt 
INTL. Computers, office 4 
Appliances and 
business 
equipment 
9 6.2 328836 3 4.0 electronic 
machines products 
Procter and Household and 4 84737 Gambel personal products 
General Motor vehicles and 32 6.4 153827 34936 2 10.9 16 Automotive and 
motors parts auto parts 
Loufthansa Airlines 7 106945 -6379 group 
Deutshce bahn Railroads 6 116480 3138 
A. P. 3.0 0 11.5 4 Transportation 
MOLLER- industry 
MAERSK shipping 2 36267 2934 
GROUP 
Chemicals and 
22.4 4 petroleum- 
BASF Chemicals 8 1.6 189546 3454 2 %\ derived 
23.8 8 products N\ 
petrochemicals 
PEMEX Mining, crud-oil 
vroduction 
4 98044 -367 Non-ferrous 
SAINT- Building materials, 
1.4 1 61.8 5 mineral 
GOBAIN 
_ 
glass 
3 61141 2725 
d 
products 
ARCELOR Metals 9 1.8 179277 6382 4 12.5 to Basic metals THYSSEN Industrial and farm 
I KKUPY equipment 
5 118125 331 
d Machin ra n 
Boeing 
L Aerospace and II 
31 
276650 7936 
2 12.8 13 n 
equi pý =Yt defense 
. 
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Banks and 
Citigroup Banks: commercial 58 11 6 1534787 148858 10 16 1 12 finance and and savings . . credit 
orstanizations 
NIPPON LIFE Insurance: life and 11 325318 7960 health (mutual) 
AXA Insurance: life and 21 674663 16890 1 health (stock) 
State farm Insurance: property 10.4 3 2.8 4 
Insurance 
industry 
i and casualty 2 74221 3001 nsurance (mutual) 
ALLIANZ Insurance: property 
and casualty ( stock) 
18 615396 30954 
General Diversified Investment and 
electric financials 
6 275907 34698 60.3 6 financial 
2.0 12 companies 
Morgan 
stanley 
Securities 4 103588 12479 -163.6 1 
Cellulose 
products 
International Forest and paper 5 1 90342 1415 2 0 17 3 Other paper products . 1 
Tul Miscellaneous 8 176 128006 5790 5 15.8 i0o Total 
Microsoft Computer services 
and software 4 0.8 80369 9312 12 
ADECCO Diversified outsourcing services 
2 0.4 30576 483 2 
RWE Energy 11 2.2 240214 -1631 .1 
BOUYGUES Engineering, 
construction 
11 2.2 161806 2353 1 
Time wamer Entertainment 6 1.2 162872 5260 3 
Wal Mart General 
stores merchandisers 
12 2.4 540749 15950 3 
Medco health 
solutions 
Health care 12 2.4 223150 6374 3 
United parcel Mail, package, 
service freijzht deliverv 
9 1.8 251770 10132 4 
Network and other 
NOKIA communications 5 1 108011 4993 5 
equipment 
Halliburton Oil and gas 
equipment, services 2 0.4 30550 -437 .1 
LAGARDERE Publishing, printing 3 0 6 38265 1123 3 GROUP . 
FUJI PHOTO Scientific, photo, 
FILM control equipment 2 0.4 35984 994 3 
Intel Semiconductors and 4 0 8 68724 1590 2 other components . 
_ 
Home depot Specialty retailers 13 1 2. 290224 11961 4 Those industrial groups in fortime 500 
NIPPON TEL _ that have no equivalent in IMI-100 
AND TEL Telecommunications 24 4.8 772021 62242 8 
_ 
Altria group Tobacco 3 0.6 98869 10169 10 
E. ON TradinR 10 2 199101 8107 4 
STATE GRID Utilities: gas and 
electric 
23 4.6 499698 20880 4 
Ingram micro Wholesalers: 2 0.4 40019 253 1 
electronics, office 
equip 
Sysco Wholesalers: food 2 0 4 46350 1058 2 and grocery . 1 
Mckesson Wholesalers: health 6 1.2 227819 3092 1 care 
BP Petroleum refining 32 6.4 1675006 716647 7 
Total L 500 1 14873044 731153 4.9 
Source: Iran IMI 100 companies, various issues 
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> D. 2.5 A summary of Iran's cconomy 
A review of the present study reveals its objectives and the reason for considering the 
Iranian companies, namely the investigation of the quality of CG on internationalization of 
companies through organizational excellence In this respect, previous studies on CG, 
Internationalization, and organizational Excellence were scrutinized, then the conceptual model 
of the research, its methodology. together with research hypothesis were presented. Having 
collected the main data, the researcher considered Iran, among developing countries. as a 
research package, and analyzed its economy, macro and micro. at company level. After 
reviewing Iran's economy, the companies were studied too. In general, the traditional economic 
structure of Iran includes 320.000 companies. Further studies of these companies showed that 
their economic transaction is heavily dependent on oil economy. 
As the research aims to study the effect of CG on internationalization of Iranian companies, 
the economic transaction of these companies and their export activities came under focus. The 
findings indicate that total export of Iran comprises of 60 % oil export and 34.4%non-oil 
export. Overdependence of Iran economy on oil and lack of industrial diversification for export 
is one of the major reasons for this research. 
The analysis of non-oil export reveals that 13.0% of Iran's export (2003) includes raw and 
unprocessed livestock, agricultural and mineral materials. This Implies that industrial activities 
are not complete and are like those of selling unprocessed petroleum. Considering the process 
of raw material, transforming it to product, and supplying added value, Iran's ranking is at low 
level, which denotes lack of attention to Industrial economic infrastructures and designing 
appropriate strategy. Regarding import activities, the volume of manufactured products 
comprises 52.2 % of total Import, which shows that the economy is closed and totally 
controlled, disregarding international environment and weak FDI together with scant TNC 
presence at company level in Iran. 
Further, 75.0 % of the export goes to Asian countries especially Japan and 55% of the 
Import comes from European countries, especially Germany (Iran economy forecast June 
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2006). This, also, indicates lack of diversification and insignificant activities In international 
transaction and communication. 
Over-reliance on oil and governments use of oil revenues has undermined the need for 
designing economic programs and full attention to production, companies' structures, and 
their ownership and governance. Management of companies by non-owner appointed by the 
state has Intensified the agency problem for companies. The ma ority of these companies were 
confiscated in the beginning of the revolution. The undue replacements of the managers can 
also be attributed to the lack of a sound organization to draw and follow strategies to curtail 
parallel moves and enhance the companies' growth. 
In order to find universal strategies 500 Top performing companies were studied. 
However, the ranking of 500 companies, according to the findings, was based on their 
revenues, which could not help the research very much. The sources to consider were Ministry 
of Industry's publications and Top 100 companies list as the available substantiated 
documents. Based on these sources the companies are categorized In 16 groups. They are 
Investment. Food and Beverage, Transportation Industry, manufacture of petrochemical 
products, manufacture of basic metals, manufacture of Machinery and Equipment, manufacture, 
of Chemical petroleum-Derived, other, Insurance industry, manufacture of non-metallic 
mineral products, manufacture of Health products and pharmacy, manufacture of automotive 
and auto parts, banks and finance & credit organizations, manufacture of appliance and 
electronic products, manufacture of cellulose products. 
In this research, however, the first index considered was the same as that of 500 Top 
companies, i. e. revenue. Yet, a review of Iranian companies shows the presence of 20% of 
corporations in this study among the Top 100 companies' list. It can Indicate the transparency 
and accountability of these companies, because It is a pre condition for the companies to be 
accepted in Tehran Stock Exchange organization. In addition, shareholders equity and responding 
to their questions denotes the Fairness and Responsibility of the companies. (Stock Exchange 
Article 1,1965). These factors, Le. Transparency, Accountability, Fairness and Responsibility are 
core of a good corporate governance system among Top 100 and 500 Top companies. 
426 APPENDIX D. IRAN 
The presence of 20% of companies under study among Top 100 companies denotes 
relevance of the data of this research. However. it must be noted that the quality of CG in these 
companies is, at most, at an average level (APO, Rahmanseresht. 2003). Thus. the formation 
of an appropriate company for internationalization has been reduced to minimum. In any case, 
the research process reveals the effectiveness and relevance of the study for developing 
countries with oil-reliance economies, such as the case of Iran. 
> D. 2.6 Conclusion 
The study of companies performing well in the economy can also provide some insight 
of their corporate governance system. Although the indices considered selecting, the Top 
Performing Companies does not Include management role in the organizational enhancement 
some scholars argue that managerial role and corporate governance system have also 
important effect on the activities of the companies, which could be included in indices for 
ranking top companies (Emant, 2004). 
The study of 100 Top Performing Companies shows that the general trend in Iran's 
economic involvement in recent years has been the move from production and manufacturing 
sector to that of banks and investment sectors. Based on IMI-100 (2003) the average profit 
of industries has been about 4% while the average profit of investment and banking has been 
about 26.5%. Thus, there Is not adequate investment In manufacturing and production sector. 
Further, there is no specific plan from government's side. It can also be seen that 70% of the 
Top 100 corporations are state controlled and only 30% are public. The findings suggest that 
some of the main obstacles , such as inappropriate CG systems of corporations, lack of 
motivation among TMT, insufficient attention to organizational excellence as enablers, for 
internationalization, and ownership problems are among factors preventing internationalization 
of companies (Ibid. ). 
In addition, there is not even one international company among 100 Top performing 
companies. However, these companies had acceptable growth rate and process in the past 
before revolution and war. and some of these companies had export activities in the Middle 
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East. Yet, the present time provides suitable bed for the growth of these companies, which has 
triggered the background for this research. 
00- D. 3 Research area and economic implications 
Introduetion 
Part one of this chapter reviewed the results obtained from statistical analysis together 
with the respective charts, figures, and graphs. 
In the second part Iran economic findings at macro level are presented and discussed as 
research area. This part, in particular. focuses on economic details of Iran which are obtained 
from official economic sources. Then considering literature review, the research area, and 
research questions the findings are scrutinized. The respective statistics clearly shows the 
economic condition of the country and the reason to undertake the'present study in the 
economy of Iran. 
> D-3.1 Ihe socioeconomic rationale of recent developments 
The economic development process in Iran has been subject to a number of positive and 
negative shocks and disruptions during the past 25 years (1973-97). Periods with a favorable 
business environment, providing an opportunity for economic growth and development, have 
alternated with less favorable periods. The upshot of these swings for the recent economic 
history of Iran has been interrupted economic growth, the inability to attain desired 
development objectives, and highly volatile fluctuations in GDP around a broadly stagnant 
long-term trend In real terms (UNIDO, 2006). 
During the 1990s and early 2000s the rising prices of oil in International markets 
prompted by growing demand and the adoption of price-setting policies by OPEC from 1973 
onwards gave Iran, a major oil exporter, the chance of earning the hard currency income It 
needed to finance its economic development programs. 
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As shown In Table D. 3.1, the net result was a sharp rise in the country's GDP, stemming 
from an annual growth rate of more than 10% during the period, or the doubling of Iran's GDP 
In approximately eight years (UNIDO, 2006). 
Table D. 3.1. Gross Domestic Product, at current prices (2001-2004) 
2001 2002 2003 2004 
Expenditure on GDP ( IR at current prices) 
GDP (1) 671.7 925.9 1.107.7 1.407.9 
Private consumption 323.3 417.1 500.5 633.8 
Government consumption 94.0 118.4 138.2 154.5 
Gross fixed investment 188.0 261.1 319.3 396.8 
Exports of goods & services 74.7(2) 113.3(2) 131.9(2) 158.9(2) 
Imports of goods & services 64.2(2) 78.0(2) 104.6(2) 129.7(2) 
Stock building 54.9(2) 94.0(2) 122.5(2) 193.6(2) 
Domestic demand 660.2(2) 890.6(2) 1.080.4(2) 1.378.8(2) 
Expenditure of GDP (US $ bn at current market prices) 
GDP 84.8 116.3 133.8 161.5 
Private consumption 40.8 52.4 60.4 72.7 
Government consumption 11.9 14.9 16.7 17.7 
Gross fixed investment 23.7 32.8 38.6 45.5 
Exports of goods & services 9.6(2) 14.2(2) 15.9(2) 18.2(2) 
Imports of goods & services 8.1(2) 9.8(2) 12.6(2) 14.9(2) 
Stock building 6.9(2) 11.8(2) 14.8(2) 22.2(2) 
Domestic demand 83.3(2) 111.9(2) 130.5(2) 158.1(2) 
Economic structure % of GD P at current m arket price) 
Private consumption 48.1 45.0 45.2 45.0 
Government consumption 14.0 12.8 12.5 11.0 
Gross fixed investment 28.0 28.2 28.8 28.2 
Exports of goods & services 11.3(2) 12.2(2) 11.9(2) 11.3(2) 
Imports of goods & services 9.6(2) 8.4(2) 9.4(2) 9.2(2) 
Memorandum Items 
Oil production ('000 b/d) 3.582 3.494 3.838 3.922 
Oil (% of GDP) 15.1 18.6 18.9 17.8 
Oil revenue (US$ bn) 19.3 23.0 27.4 36.8 
1) Components of GDP don' t add up to total GDP in source. 
2) Economic Intelligence Unit estimates. 
Source: Country Forecast June, 2006 
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The erosion of international oil prices between 1982 and 1986, which prompted a 
substantial reduction In Iran's foreign exchange earnings, forced the government to increase 
borrowing from the banking system. The average annual rate of increase in the country's 
money supply amounted to approximately 18% between 1979 and 1988, and the annual 
Inflation rate to 19.3%. 
The successive shocks inflicted on the Iranian economy between 1979 and 1988 seriously 
inhibited its growth prospects. With the exception of a growth spurt in 1982-83, the economy 
suffered an almost continuous decline during this period. By 1988 the country's GDP had 
dropped by 30% from its 1976 level in constant 1990 dollars. 
D. 3.2 Resource mobilization for economic growth 
Since oil revenues provide more than 50% of government income, and since oil production 
and exports have remained relatively constant while the price of oil in international markets 
has remained weak, the government has taken a number of steps to mobilize domestic 
resources. 
In order to raise public revenues the government has sought to improve the tax base, 
introduced a general sales tax In the form of a value-added tax (VAT), eliminated tax exemptions 
and reformed the import tax regime. In addition, it has reduced official subsidies on domestic 
petroleum product prices resulting In an annual Increase of about 20% In the prices of four 
ma or oil products - kerosene, gas oil, fuel oil, and petrol. Finally, the government has permitted 
an almost continuous adjustment of the exchange rate, resulting In an effective depreciation of 
the Rial by more than 60% over the past three years. Even though the official rate of $1 =IR 1,7 50 
has been maintained for the calculation of the oil revenue for budgetary purposes, less and less 
use is made of the official exchange rates. The export-import rate of $1 =IR3.000 introduced In 
1996 is currently being replaced by a new rate of approximately $1 =IR6,000. The step taken 
in July 1997 to float the Rial at the Tehran Stock Exchange is intended to devalue the currency, 
both in order to raise the domestic-currency revenues of the Treasury from the sale of foreign 
exchange and to encourage the promotion of non-oil exports (UNIDO, 2006). 
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One of -the main objectives of SFYP in the realm of fiscal policy is to remove the 
government budget deficit. The deficit, which equaled 9% of GDP in 1988, was reduced 
gradually to an average annual 1.5% during 1991-92, but increased to 6% of GDP in 1993 
and 5% in 1994. The government has usually financed its deficits through borrowing from the 
domestic banking system. thus increasing the money supply and fueling Inflationary pressures. 
* Table D. 3.2. Fiscal indicators (0/6 of GDP). (2001-2004) 
2001 2002 2003 2004 
Fiscal indicators (% of GDP) 
Goverment expenditure 19.1 20.0 32.2 31.5 
Goverment revenue 18.7 17.8 29.4 28.6 
Official net budget balance -0.4 -2.2 -2.8 -2.9 
Unofficial gross budget balance(l) 2.0 2.6 2.1 5.0 
Goverment debt j 29.4 30.1 28.7 27 
El 
Source: Country Risk Service July 2006. 
> D. 3.3 Foreign trade patterns 
The main feature of Iran's foreign trade in recent years has been Its volatility. The large 
year-to-year variations in the volumes of trade are caused by shifts in the availability of foreign 
exchange, which stems from fluctuations in the price of oil in International markets and the 
amount of credit extended by the main suppliers of Iran's imports. Iran's exports for the years 
1990 - 96 averaged approximately $19 billion. with no clear sign of improvement. The 
average annual import bill for the same period was about $16 billion, rising from $15.9 billion 
in 1990 to $23.1 billion In 1992, and dropping again to $13.7 billion in 1996. 
The industrialized countries that are the main purchasers of Iranian crude oil are also the 
main suppliers of the country's imports. In 1990,71% of Iran's exports and 68.6% of its 
Imports, respectively, were sent to and originated in industrialized countries, mainly in Europe. 
The EU's share in the same year was 58% of Iran's imports from industrialized countries and 
41% of Its exports. By 1996, the industrialized countries' , share 
had dropped to 55.7% and 
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that of the EU to some 24%. The Asian countries, on the other hand, increased their share In 
Iran's exports from 10.3% in 1990 to 21.8% in 1996. As for imports, their share grew from 
6.4% in 1990 to 17.9% in 1996. Japan, Germany, Italy, Switzerland, and the UK are the main 
trading partners of Iran among the industrialized countries. Among developing countries, South 
Africa, Korea, India, and Thailand are the major importers of oil from Iran, while Korea, China, 
and the United Arab Emirates count as major exporters to Iran. The Middle East absorbed, on 
average, 4.9% of Iran's exports during 1990 - 96, while supplying 9.4% of the country's import 
needs in the same years (UNIDO, 2006). 
Iran's non-oil exports rose significantly during the FFYP between 1989 and 1994. In May 
1995, in order to stop foreign currency speculation, a new foreign exchange policy was 
introduced. The new regulation required exporters to sell all their foreign currency income to 
the government at a fixed rate. The immediate effect of the policy was a 33% drop in the 
country's income from non-oil exports In 1995. Faced with the prospect of earning a lower 
return on their investments, traders and producers again returned to the domestic market, 
where rising demand and dwindling supplies together had pushed the prices of all goods to 
record heights. As discussed in more detail below, Iran's non-oil exports have not recovered 
from this setback, and have remained below the record level of $4,831 million achieved in 
1994. The figures for 2000-2004 appear In Table D. 3.4. 
* Table D. 3.3. Iran: Foreign trade flows, 1993-1997 
1993 1994 1995 1996 1997 
Exports 18,080 19,434 18,360 22,391 18,374 
Oil/Gas 14,333 14,603 15,103 19,271 15,464 
Non-Oil 3,747 4,831 3,257 3,120 2,910 
Imports (FOB) 19,287 12,617 12,774 14,989 14,598 
Trade Balance -1,207 6,817 5,586 7,402 3,776 
Services (net) -4,508 -3,059 -2,224 -2,633 -2,849 
Transfers (net) 1,500 1,198 -4 463 288 
Current-account balance -4,215__ 4,956 3,358 5,232 1,575 
Source: Bank Markazi Iran, Namagar haye Amari, No 9, second quarter 1376, and Annual 
Report for the Iranian year 1376 (21 March 1997 - 20 March 1998), Tehran. 1999, p. 46. 
Notes: I/ Iranian years beginning 21 March. 
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* Table D. 3.4. Iran: Foreign trade flows, 2000-2004($ million) 
2000 2001 2002 2003 2004 
Exports 28.461 23.904 28.461 33.991 43.852 
Oil/Gas 24.280 19.339 22.966 27.335 36.315 
Non-Oil 4.181 4.565 5.271 6.636 7.576 
Imports (FOB) 15.086 18.129 22.036 29.561 36.639 
Trade Balance 13.375 5.775 6.201 4.430 7.764 
Services (net) -1.485 495 -3.503 4.535 4.812 
Transfers (net) 610 705 887 921 1.037 
Current-account 12.500 5.985 3.585 816 7.764 
Source: Bank Markazi Iran, Namagar haye Amarl, 2004, 
Table D. 3.5. External trade 2001-2004 
2001 1 2002-1 2003 1 2004 
Main destinations of exports(% share) 
Japan 18.8 19.5 21.3 18.4 
China 9.1 9.7 9.5 9.7 
Italy 7.9 7.3 6.1 6. 0 
South Africa 4.2 4.2 3.9 5.8 , 
Main origins of Imports (% share) 
Germany 10.2 16.9 10.8 12.8 
China 5.0 4.7 8.3 7.2 
Italy 5.6 6.2 8.0 7.7 
UAE 9.2 9.6 7.8 7.2 
Principal exports (% share) - 
Oil & gas 80.9 81.3 80.5 82.8 
Petrochemicals 4.4 4.0 4.1 14.1 
Fresh & dried fruits 2.8 2.2 2.9 1.8 
Carpets 2.3 1.8 1.7 1.1 
Principal Imports( % share) - 
Intermediate goods 46.7 43.8 45.8 47.7 
Capital izoods 40.4 43.4 42.2 34.2 
Consumption goods 12.9 12.8 12.0 18.0 
Volume and prices_C/o change) 
Export volume of goods -1.9 8.3 16.1 1.8 Import volume of goods 17.3 23.3 28.1 19.2 
Export-Prices 
- -14.1 
9.0 3.7 2 .7 Import pnces 1 4.8 12.5 -8.3 9.4 I Terms of trade( 1990= 100) 
_I 
87.3 - 19-2.8 105.0 121.6 
Source: Country Forecast June 2006 
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D. 3.4 External payments and debt 
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At the start of the Implementation of the FFYP in 1989, Iran had a very low external 
debt 
relative to its foreign exchange earnings. The plan had set a target of $27.4 billion 
for the 
amount of external loans over the five-year period of 1989-94, which was thought to 
be 
manageable. Following Table shows the external debt during 2001-2004. 
o Table D-3.6. External debt (2001-2004) 
2001 2002 2003 2004 
Extemal debt 
Total extemal. debt (US$ bn) 7.5 9.1 11.6 17.0 17.0 
Total extemal debt C/o of GDP) 8.8 7.9 8.7 10.5 
Debt/ exports ratio C/o) 28.5 30.1 31.9 35.6 
N 
Debt-service ratio, paid (%) 4.9 4.8 4.5 4.9 
Reserves, excl gold (US$ m) 16.616 21.409 24.427 32.709 
Source: Country Forecast June, 2006 
> D-3.5 NON-OIL EXPORTS 
> D-3.5.1 Performance of Non-oil Exports 
During 2003, a total of 15.46 thousand tons of non-oil goods valuing at $ 5,972 million 
were exported, showing 15.8 and 29.6 percent rise In weight and value, respectively, compared 
with the previous year. Classification of non-oil exports by use shows that exports of raw 
materials and intermediate goods with 24.5 percent growth reached $ 2,563 million in 2003 
against $ 2.059 million in 2002. Exports of these goods constituted 42.9 percent of exports 
basket in this year, showing reduction as compared to the same figure of the previous year 
(44.7 percent). However, consumer goods with 52.1 percent share of non-oil export goods 
accounted for the highest share of exports as in the previous year. 
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The geographical distribution of non oil exports Indicates that United Arab Emirates, Iraq, 
Japan, Germany and Azerbaijan imported a total of $ 2,520 million of non-oil goods from Iran 
which constituted 42.2 percent of exports in this year. The geographical distribution of non- 
oil exports by group of countries shows that ESCAP member countries by importing 40.3 
percent of non-oil exports were still the greatest export market. Despite the 16.6 percent 
increase of non-oil exports to European Union member countries, the share of these countries 
in the non-oil export market declined to 13.7 percent in 2003 from 15.2 percent in 2002. 
Meanwhile, the highest growth of export market belonged to Asian Clearing Union member 
countries (ACU) by 44.4 percent 
(Bank Markazi Iran, Economic report, 2003). 
* Table D. 3.7. Composition of exports by used 2001-2003 
2001 2002Z 7 2003 1 2004 
Main destinations of exports(% share) 
Japan 18.8 19.5 1 21.3 18.4 
China 9.1 9.7 9.5 9.7 
Italy 7.9 7.3 6.1 6.0 
South Africa 4.2 4.2 3.9 15.8 
Main origins of Imports (% share) -- Germany 10.2 16.9 10.8 12.8 
China 5.0 4.7 8.3 7.2 
Italy 5.6 6.2 8.0 7.7 
UAE 9.2 9.6 7.8 7.2 
Principal exports (% share) 
Oil & gas 80.9 81.3 80.5 82.8 
Petrochemicals 4.4 4.0 4.1 4.1 
Fresh & dried fruits 2.8 2.2 2.9 1.8 
Carpets 2.3 1.8 1.7 1.1 
Principal Imports(% share) 
Intermediate goods 46.7 43.8 45.8 47.7 
Capital goods 40.4 43.4 42.2 34.2 
Consumption goods 12.9 12.8 12.0 5.0 
Volume and prices (% change) 
Export volume of goods -1.9 8.3 16.1 1.8 Import volume of goods 17.3 23.3 28.1 19.2 
Export prices -14.1 9.0 3.7 26.7 
mport pnces 4.8 2.5 -8.3 9.4 Terms of trade( 1990= 100) 87.3 92.8 105.0 121-6] 
(Million dollars) source: Bank Markazi Iran, economic report, 2003 
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* Table D. 3.7. Composition of exports by used 2001-2003 
Percentage change I Share (percent) 
2001 2002 2003 02 0 003 2002 12003 
Raw materials and 
intermediate goods 
1,794 2,059 2,563 IL4 8 24.5 44.7 42.9 
Capital goods 155 178 298 15.3 67.1 3.9 5.0 
Consumer goods 2,275 2,371 13,111__ 1 4.2 13 .2 
51.4 52.1 
Total 4t224 4,608 1 5,972 19.1 29.6 00.0 1000 
1 
100.0 
Million dollars) source: Bank Markazi Iran, economic report, 2003 
* Table D-3.8. Foreign Direct Investment 2001-2004 
2001 200f- j- 2003 1 2004 
Foreign Direct Investment (US$ bn) I 
Inward direct investment 0.05 0.55 1 0.48 0.50 
Inward direct investment (% of GDP) 0.06 0.47 - 10.36 0.31 
Inward direct investment (% of gross 
fixed investment 
0.21 1.67 1.25 1.10 
Outward direct investment 0.00 -0.04 -0.36 -0. 
Net foreign direct investment 0.05 0.51 0.13 0.39 
Source: Country Forecast June 2006 
D-3.6 Trade Balance 
In 2005 Irans estimated income from exports was US$55-4 billion, of which 85 percent 
came from petroleum and natural gas. The estimated payment for imports In 2005 was US$ 
42.5 billion, yielding a trade surplus of US$ 12.9 billion. Between 2003 and 2005, the value 
added of Iran's exports, chiefly oil. Increased faster than the value of its imports, expanding 
the 2003 trade surplus of US$ 4.4 billion. Following Table (D. 3.9) presents the economic 
balance sheet (2004) which provides further information of economic status of the country: 
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> D. 3-7 National Account 2004(1383) 
o Table D. 3.8. Foreign Direct Investment 2001-2004 
Nlarc'b 20.2004 ASSETS 'Marcli 20,2005 
Note cover: 
GoK fortign cxchange. quota & subxription to 
42,500,000.000,00 inte=tLoml agencies and government obhgatioas 48,500.000,000.000 
737,299,959,293 Notes and coins held at the certwil Bank 416.160,239,542 
3ý267.066,802,750 Free gold holdings Z869,877.267.494 
194,399,615,627,349 Foreign exclunge uses 279,030,826,749,766 
Loans aid credits to: 
$4,869,399,163,064 Govenunent 76,783,867,494,381 
18,893,038.723,934 QnTninwrit instittitions and corpontions 20,431.497.036,650 
0 Public institutions and corporatioas 0 
18,4169,138,755,309 Banks 15,447,156,7,91,600 
5,074,091,501,111 Govertirwrit rmlying funds kept uith banks 6,046.071.467,276 
6,605,129,636,957 Govetunrent secunties 4,423,305.328,387 
1,045,364.710,313 Fixed assets (less 2ccurntilated depreciation) 1,141.531,549,383 
2,396,640.374,761 Other asseft Z160.666.562,611 
378.260.334,155,340 457.2.50.959.976.090 
14,740,937.897,403 
393,001,772,051.743 
430,904,539ý, 549 
34,922,877,078 
25,067,193,090 
393,492, '; &ý662,459 
Customers' undertakings regarding opened letim of 
cretht and guarantees 16,344.713,451.906 
Asses of the Central Bank Employees' Retirement fund 
Assets of the Central Bank Employcee Saiings Fund 
Assets of the Central Bank Employees* Cooperation Fund 
47305,675.427.896 
641.633.733,283 
42.725.134,391 
48,606,911,639 
474,328,641,207,203 
Source: Country Forecast June 2006 
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ISl-4. AIlC REPUBLIC OF ULAN 
SIWXT 
(march 20,2005) 
IN, RIALS 
Alarch 20.2004 
42.500,000,000.000 
342,923,394,609 
16.649,704,000.000 
124.977.653.959,106 
7.612,9(9,424.643 
1,616,316.751,439 
76.301.509.476,000 
6.123,072,214.649 
0 
261,110,306.757 
3,969,605,416,957 
IUL-%BlLrrrES 
Notes issued 
Coins isvied 
Central Bank's Partici2tion Papers 
Deposits: 
Qn-Unment: demwd 
Go-. v=mcat institafiotis & corporations: demand 
Non-govertirucat public instituticas & coxygratious: dcumad 
Banks and credit mstitutions: 
Legal 
Demand 
Special term deposits 
Ach=ce pa) ment on letten of credit 
special 
March 20.2005 
48,500,000.000,000 
393,512,378,609 
2OZ0.298,000,000 
154,216,037,621,973 
8.696,572.583,927 
2,635.618,189,040 
86.655.297,414.363 
15.395.916. M, 927 
305,709,457.510 
354,666,000,000 
50,798,191.475, = 
800,000,000.000 
478,099,938.776 
403,167,638.656 
29.370,29-'1.780,949 
S81,139 
378.260,834.1. ". 340 
14,740ý937,997.403 
393,001,712052,743 
430ý904,539,549 
34,822.977.079 
25,067,193,090 
393.492N4,662,459 
Otherdeposits 
Income tax 
Govesiament's share in mrt pufit 
other liabilities 
capital 
Legal reserves 
Contingent reserves 
Foreign exchn9c assets' and liabilities* revaluation reserve 
Net profit cuyied forward 
95,570.191.098,000 
6XI, 593X9N5 
0 
149,305.262,878 
1,787,791,108,387 
103.868,370,859.230 
20.439.154,073,942 
455,676,13UO2 
905.178,000.000 
46,619,102,116,923 
1.20D, 000, OW. OOO 
780.149,355,172 
U44,746,638,656 
47,945,043.903,741 
122,615 
457,250,959,976,090 
Letten Of cxe&t and gu2rantees 16.344,715,451, EO6 
473,595,675,427,896 
Liabilities Of the Central B3nk Employees* Retirement Fmd 041,633.733Z3 
L12bilities Of the Centz-A Bz* Employees' Sa, %-: ngs Fund 42,725.134,391 
Liabilities Of the Central Bu& Employees' Cooperation Fund 49,606,911,639 
474.329,641.207.208 
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9 Table D-3-10. Islamic Republic of Iran, profit & loss-Rials (2003-2005) 
2003104 2004/05 
Z793.767.933.491 Rcti= on ftosits and investinrut alxoad 
1,258,382.850.975 Profit recti-md fi-om f2cilities cuended 
116,853.860.434 Commission received for b2nking senrices 
1,528.919.094,817 Resuk of foreiga exchange and gold t=ufions 
948,160.289.388 Ptofit paid on special parliCipation paM3 
378,044.99X994 Other iuccxncs 
7,024,129,023,099 
1,192,2121.189.343 Net Profit 
75,091 Net profit carTied forward 
1.182J=163.424 
4.792.352,993.990 
1,207.808,446,258 
114.722.579,054 
1,594.424, V-7.395 
L507.180.467ý280 
U29.601,453,200 
11,136,090,767,077 
3,020.595,163,955 
591,139 
3,020.595.745,093 
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ISI-. %. %UC REPUBLIC OF IP. &N 
LOSS ACCOUNU 
(March 20,2005) 
LN RULS 
2003t'04 
83,772.421,993 
658.407,634,134 
2,906,713.960.249 
962,460.239.389 
322.703,675,286 
46.606.639,000 
562,712,766,943 
190.752,940,145 
451,250,940,951 
56.526,666,76T 
2,182,221,189,343 
'7,024,120,023,099 
Source: Bank I 
Cost of receiving credit and overdraft from foreign banks 
Rew-ards paid on banks' legal deposit 
Profit paid on Central BanV s Participation Papers 
Profit paid an badLs' special deposits 
Commi%&ion paid on banking senim 
Result of f6fei gn. exchange rm-aluation-Austment 
Administrative and jm! rsonnel expenditures 
Wney issue and allSMUnicous printing expenditures 
Deprecialion cost of lized 2&setr. 
Other expenditures 
Net Profit 
Aarkazi Iran, Annual review, 2005' 
2004105 
63.807.830,615 
93L530,094,302 
3,421,364,204,296 
1,507,180,467290 
367,792,316,391 
849,107,837.595 
698ý144,438,367 
317,127,845.627 
59,974,795,210 
563,773ý429 
3,020,595,163,955 
11,136,090,767, OT7 
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> D. 3.8 Inflation 
The government's anti-inflationary policies have reduced Inflation from the 1999 rate of 
30%. The rate for 2003 was 17.6 percent. The rates for 2004 and 2005 were 16.8 and 16.0 
percent, respectively. Following Table reveals the inflation ihoil price between 2001-2004. 
* Table D. 3.1 1. Iran: Macroeconomic data 2001-2004 
2001 2002 2003 2004 
Oil prices 
Oil price (OPEC bkt, US$/b, ave) 23.12 24.36 28.09 35.70 
Oil price (Iranian light, US$/b, ave) 21.67 22.88 26.37 33.37 
Oil production (mn b/d) 3.73 3.41 4.00 4.08 
Oil & gas export revenues (US $ bn) 46.36 22.97 27.36 3 6.8 3 
Source: Country Forecast June 2006 
D-3.10 Added Value 
Table D. 3-12. National Accounts (current price) 2002-2004. (Billion Rials) 
(Figures In parentheses Indicate share percent) 
Sectoral Value-added 
GDP at Non-oil ()ij Agrieviturt Industries & 1ýýufaciurinj ConstnIction Services 
basic GDP mining (2) & mining 
price (1) 
2002 917.035 707.348 209,687 110,373 169,857 110.370 46,016 442.830 
(100.0) (77.1) (22-9) (12-0) (183) (12.0) (5-0) (48.3) 
2003 1.095.303 844.129 251,174 131.134 197.356 130,120 50.616 535.112 
(100.0) (77.1) (22-9) (12.0) (1 g. 0) (11.9) (4.6) (48.9) 
2004 1,394,920 346,04 346.674 155.471 245,140 164.190 60,739 667X I 
(100.0) (25-0) (25.0) (111) (17.7) (11.9) (4.4) (48.2) 
Source: Bank Markazi Iran, economic trend 2006 
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> D. 3-9 Currency and exchange rates 
The value of the Rial, Iran's unit of currency, declined substantially between 2002 and 
2005. In 2002 a multiple exchange rate was replaced by a single floating rate. In late March 
2006, the exchange rate was approximately 9.140 Rials to the US dollar. The Toman, which 
is worth 10 Rials, is the preferred unit of currency in commerce. 
D-3.10Conclusion of Iran's economy 
At present the country enjoys prominent geopolitics situation in the region. It has rich 
mineral and chemical resources. This fact, together with the high rate of literacy (96.5% 
between 6-29 ages, 2004) (Iran statistical year book, 2004) and average youth age has 
provided significant situation for the country in the region. 
Concerning the Macro Economy, Iran has had non-oil export of about $ 6.636 m and oil 
export of $ 27.355b in 2003(Bank Markazi Iran, economic report 2003). Imports for the years 
2003, was 36.639. Annual production growth was 6.7% in 2003, and Inflation rate 14.0% 
(Bank Markazi Iran, economic report, 2003). Iran has major situation in the region. However, 
economic Indices of the country are not coordinated, especially in relation to oil export to 
non-oil export and young educated growth rate to employment ration and industrial production 
growth rate. In addition, the kind of non-oil export which comprises of raw material amounting 
to 5.271$m, minerals, and agricultural products, indicates that mainly raw materials are 
exported. In other words, value added chain is overlooked in the economy of the country 
(Bank Markazi Iran, annual review 2004/05). 
Fluctuations of oil export prices (see Table D. 3.1 1) and dependency of budget and national 
revenue of the country up to 60% on oil (Table D. 3.12) reveal the problems for which this 
research Is carried out. 
The In-significant production and export volume (Table D. 3.1 1) in comparison to export 
volume of the country denotes lack of strategic view towards non-oil exports and diversification 
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of export portfolio of Iran. Further more, this lack of diversification can be traced In trade 
relations of Iran with other countries. This is depicted in Table D. 3.1 1. 
Lack of diversification in export portfolio and trade relations add up the vulnerability of 
country's economy and its overdependence on oil revenues. Thus, it is necessary to pay 
sufficient attention to diversification in industries and corporations of the country to produce 
competitive goods. 
Regarding the world's experience in industry and trade, one can realize the Importance 
of policy making in industrial fields (Nilli, 2006) which is an economic necessity in Iran. 
Sharing the experiences of other countries, and focusing on the theoretical bases of economic 
science together with complete understanding of the country under study can reduce the 
policy making errors to minimum. Disregarding these indices of globalization, e. g. economic 
convergence, degree of political democracy and the development of ICI in the country can 
increase economic fluctuation and deter the economic growth (Abrar Eghtesadi, 2005) 
As was also discussed in this section Iran's economy relies heavily on oil export revenues. 
Oil income constitutes around 80 percent of total export earnings, 40-50 percent of annual 
budgets, and 10-20 percent of the gross domestic product (GDP) (Bank Markazi Iran, economic 
trends, 2006). 
The government has attempted to diversify its Income resources by investing a portion 
of oil revenue in other sectors such as petrochemicals. The government's socioeconomic and 
cultural development plans recognized the undesirability of excessive state control over the 
economy and the extensive accretion of administrative restriction erected since 1979 when 
former regime of Shah was toppled and Islamic republic of Iran funded. 
Yet, further economic reforms are needed if Iran's economy is to reach its full potential 
and efforts to diversify the economy away from oil and gas need to be accelerated, trade 
liberalization enhanced . and the role of the state in the economy scaled back. In addition, the 
devaluation of the national currency has created many problems. 
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Although the backup for the national currency is the national economy and its export 
powers which In itself depends on the performance of the countries managers' management. 
Furthermore non-oil sector activity is once again driving the economy. 
Iran's non-oil sector has benefited tremendously from the gradual easing in import 
restrictions (imposed to protect foreign exchange reserves and allow Iran to meet external debt 
obligations in the 1990s) that has accompanied the steady build up In foreign exchange 
reserves since 2000. 
Thus. with careful attention to the roles of managers and the Implementation of quality 
corporate governance system the country would move toward an international economy and 
diversification of export portfolio. 
The present export relies heavily on oil and gas and in general raw material which entails 
no added value. By accelerating non-oil sector the present overdependence on oil can be 
reduced and diversification of export achieved. 
However, the present study suggests that unless a good corporate governance system is 
In place efforts to enhance non-oil sectors productivity would be hampered. 
The efficiency of corporate governance (CG) system depends, to some extent, on the 
cooperation and coordination of the stakeholders, from one hand, and interaction of all the 
variables involved In macro-economy in a country. Thus, lack of due attention to these 
phenomena and others such as social and political factors, may result in organization 
excellence. In addition, the overdependence of Government's budget on oil revenues and 
centralization erodes the efficiency of corporate governance system. Therefore loopholes 
appeared in this way blocks the development of CG and the growth of economic diversification 
infrastructures. As a result. the economy which could not be diversified would rely more and 
more on oil revenues. Governmenfs dependency on oil revenues brings about an independency 
of other variables such as the role of stakeholders. Furthermore, when the quality of CG is poor 
and the relationships between the stakeholders are loose. organizational excellence finds no 
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environment for growth and diversification, which in turn yields no competitive goods and 
economic diversification. 
APPENDIX E. 
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E. 1 Corporate governance and IT 
Corporate governance has taken centre-stage across boardrooms around the world. The 
term applies to all aspects of a business. Given the fact that technology is expected to play a 
key role in helping organizations achieve their business objectives, it Is Imperative to discuss 
the role of corporate governance over technology. 
As Hamakar (2003) points out risk management is a critical component of corporate 
governance, since it helps organizations recognize the wide spectrum of risks that they are 
exposed to. Furthermore, it aims to help them priorities risks based on their potential impact, 
put mitigation plans in place, and monitor them so that they don' t become hurdles in 
achieving corporate objectives. 
Hence, information technology is a key support function In any business, and regulation 
requires the board and the management to report key risks, and their assessment of how 
these risks are being managed. The Chief Information Officer (CIO) needs to play a significant 
role in supporting boards, audit committees and the management, in first understanding, and 
then implementing, good governance over IT. 
What Is IT risk management? Simply put, it Is the identification, assessment and mitigation 
of risks related to information technology. The growing importance of IT for successful 
execution of business goals calls for an effective risk management programme. Technology 
not only creates new risks, but also plays an important role In mitigating risk. As such, IT 
executives must now work closely with business unit leaders and executive managers to adopt 
a formalized set of reproducible and scalable risk and compliance management technologies 
and techniques. 
The seven key areas of risk that CIOs need to discuss strategies and budget for Include 
the following abid): 
a 
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* FigureE. I. Seven key areas of risk 
I IT strategy and spends I 
I Regulatory non-compliance I 
I IT management infrastructure I 
Business 
Continuity 
Plan n ing/Disaster 
Recovery 
Information security and data integrity 
Planning 
(BCP/DRP) 
According to IT Governance Institute (2003) the new and fast moving economy requires 
agile and adaptable enterprises : enterprises that sense what is happening in the market ý use 
knowledge assets to learn from that and innovate new products, services, channels and 
processes that mutate rapidly to bring innovation to market or to repel challenges : and 
measure results and performance. At the heart of this emerging model is knowledge. IT is the 
enabling factor to collect , 
build 
, and 
distribute knowledge. 
* FigureE. 2. IT Governance Institute, 2003 
rý 
c D, ý 
Sense 
Sourcing and outsourcing 
D 
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Hamakar (2003) mentions that as boards of directors resolve to strengthen their CG 
practices, they will inevitably need to strengthen their capabilities in areas of accountability, 
transparency, and disclosure. Enterprise governance provides the comprehensive accountability 
framework that coordinates all management activities including CG and information technology 
governance. Most of these management activities are dependent upon effective and reliable 
information. 
IT Governance consists of the leadership and organizational structures and process that 
ensure that the organization's IT sustains and extends the organization's strategies and 
objectives (Roussey, R. and Cangemi, M., 200 1, Board Briefing on IT governance, Information 
systems, audit and control Foundation, Rolling Meadows, IL, 2001). 
An IT governance framework helps boards and management understand the issues and 
strategic importance of IT , and assists in ensuring that the enterprise can sustain its operations 
and implement the strategies required to extend its activities into the future. It provides 
assurance that expectations for IT are met and IT risks are addressed. 
Oil- E. 2 IT and Intemationalization 
Numerous studies have focused on the need for and the role of' 11' ill interilt 'It i0i 'ill i/At i0l I 
of companies. Furthermore, European Commission report (2007) states that program and 
policies must focus on the main barriers to SME internationalization: lack of financial resources, 
lack of skills and lack of information. 
Other studies also highlight the benefits offered by IT, while implicitly call for Furthermore 
research in IT. According to Chad et., al. (2007) the empirical studies to date have not found 
consistent support for the performance advantages of international diversification. One reason 
suggested by internalization theory is that leveraging firm specific assets is critical for 
enhancing performance from international diversification. 
They also suggest that by promoting information processing and coordination capability, 
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investments in IT can help firms recognize and exploit opportunities for leveraging firm specific 
assets and thereby enhance performance from international diversirication (Ibid). 
IT can help firms manage the increased and complex information processing demands 
discussed above. IT enabled accounting and database systems, and technologies Including 
enterprise resource planning (ERP) and enterprise applications integration 
(EAl) facilitate the collection, classification, and Integration of large amounts of data 
(Dewett & Jones, 2001; Hasselbring, 2000) 
Chad, et., al., (2007) findings show that the performance impact of international 
diversification Is a positive function of the level of IT Investment. The performance impact 
could be significantly positive (for firms with high IT investment), significantly negative (for 
firms with low IT Investment), or neutral (for the average internationally diversified firm, i. e., 
firms with average level of IT investment). 
APPENDIX F. 
THE 
QUESTIONNAIRE 
APPENDIX F. THE QUESTIONNAIRE 
Cover Letter 
Date: 
Dear Sir, 
449 
I am Mohammad Dinmohamadi, A student of School of Management In Surrey University, 
studying for a PhD degree in management. To fulfill the requirements of the degree, I am 
conducting this research which Is about exploration of the effects of corporate governance on 
internationalization of companies. 
Please find a copy of my research questionnaire which is composed of 67 short and easy 
to answer questions. 
It is necessary to mention that the data gathered by this questionnaire will only be used 
for aggregated analysis and no further disclosure of data to any third party will take place. 
I know about your support of research activities and hope you will help me to complete 
my research by filling and resubmitting the questionnaire 
If you find any trouble with responding to questionnaire, please do not hesitate to call 
my office at 098-21-88212672-3. 
Best Regards 
Mohammad Dinmohamadi 
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Section 1: Respondent Data 
1. Gender: 
Male 0 Female 0 
2. Age: 
30-350 36-400 41-45 0 
46-500 51-550 56-600 
3. Education : 
4 years of university degree 0 M. Se or MBA 0 Ph. D & M. D 0 
4. Position : 
a. Managing Director 13 
b. Chief and (or)member of board director , factory manager 
0 
c. Assistant Director, Other Managing, etc. 0 
5. Work experience: 
2-11 0 12-21 0 21-31 13 
6. Experience as a shareholder : 
5 or Less than 5 years 0 More than 5 years 0 
7. Experience as a member of the board 
1-50 6-100 11-150 16-2013 21-250 
8. Total work experience : 
7-100 11-150 16-200 21-250 26-35 0 
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9. Number of employees: 
5-5000 501-10000 1001-15000 
1501-20000 2001 and higher 0 
10. Type of industry: 
a. Manufacturing of Food & Beverage Products 0 
b. Manufacturing of Health and Pharmaceutics; Products 13 
c. Manufacturing of appliances and electronic products 0 
d. Manufacturing of Automotive and Auto parts 0 
e. Manufacturing of chemical products 0 
f. Manufacturing of cellulose Products 0 
g. Manufacturing of petrochemical products 0 
h. Manufacturing of machinery and equipment 0 
i Investment and banking 0 
J. Manufacturing of Non-ferrous Mineral products 0 
k. Others(Basic metals, transportations, insurance,... ) 0 
1. Main shareholder: 
Public, foundations 0 Governmental 0 Private 0 
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Section 2: Quality of corporate governance system 
Note: 
In each of the following questions please circle the best choice according 
to your experience with the organization 
1. Financial reports of firm are Issued for stockholders in right time: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
2. Financial reports of firm are issued for stockholders In full detail: 
strongly agree 0 agree 0 no idea 13 
disagree 0 strongly disagree 0 
3. Financial reports of firm are issued for stockholders in adequate amount: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
Stock trade reports of firm are Issued for stockholders In right time: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
5. Stock trade reports of firm are issued for stockholders in full detail: 
strongly agree 0 agree 0 no idea C3 
disagree 0 strongly disagree 0 
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6. Stock trade reports of firm are issued for stockholders in adequate amount: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree M 
7. Board meeting reports of firm are issued for stockholders in right time: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
8. Board meeting reports of firm are issued for stockholders in full detail: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
9. Board meeting reports of firm are issued for stockholders in adequate amount. 
strongly agree 0 agree 0 no idea 1: 1 
disagree 0 strongly disagree 0 
10. Management compensation reports of firm are issued for stockholders in right time: 
strongly agree 0 agree 0 no Idea 0 
disagree 0 strongly disagree 0 
1. Management compensation reports of firm are issued for stockholders in full detail: 
strongly agree 0 agree 0 no Idea 0 
disagree 0 strongly disagree 0 
12. Management compensation reports of firm are issued for stockholders in adequate 
amount: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
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13. Board have a quality plan to monitor the management: 
strongly agree 13 agree 0 no Idea 0 
disagree 0 strongly disagree 0 
14. Board have adequate control on management: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
15. Board reports for stockholders is satisfactory for them: 
strongly agree 0 agree 0 no idea Cl 
disagree 0 strongly disagree 0 
16. Management have a well developed plan for guiding the organization: 
strongly agree 0 agree 0 no Idea 11 
disagree 0 strongly disagree C3 
17. Management have adequate monitoring of organization: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
18. Quality of management reports to board are excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
19. Board members have full and easy access to corporate data: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
20. Quality and quantity of board meetings is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
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1. Quality of external audits is excellent: 
strongly agree 0 agree 0 no Idea [3 
disagree 0 strongly disagree 0 
22. Consistency of internal and external audits is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
23. Work force have legal responsibilities In front of management: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
24. Management have legal responsibilities if mismanagement occurs: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
25. Board members are legally responsible in front of stockholders: 
strongly agree 0 agree 0 no Idea 0 
disagree 0 strongly disagree 0 
26. Major stockholders are legally responsible in front of minority stockholders: 
strongly agree 0 agree 0 no Idea 0 
disagree 0 strongly disagree 0 
27. firm stock trades are In consistency with law and regulations: 
strongly agree 0 agree 0 no Idea El 
disagree 0 strongly disagree 0 
28. relationship of management and employees is fair: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
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29. relationship of management and board is fair: 
strongly agree 0 
disagree 0 
agree 
strongly disagree 0 
no idea 13 
30. management relationship with minority and block holders is fair: 
strongly agree 13 agree 0 no Idea E3 
disagree 0 strongly disagree 0 
3 1. all stakeholders ( stockholders, management, employees and customers) are engaged In 
decisions of firm: 
strongly agree El 
disagree 0 
agree no idea 0 
strongly disagree M 
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Section 3: Organizational Excellence 
Note: 
In each of the following questions please circle the best choice according to 
your experience with the organization 
Quality of stakeholder participation in developing of firm strategy is excellent: 
strongly agree 0 agree 0 no idea 11 
disagree 0 strongly disagree 0 
Quality of strategic plan of firm is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
3. Quality of strategy deployment in firm policies is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
4. Firm commitment to follow the strategic plans is excellent: 
strongly agree 0 agree 0 no idea rl 
disagree 0 strongly disagree 0 
5. Quality of human resource planning of the organization is excellent: 
strongly agree 0 agree 0 no idea 1-: 1 
disagree 0 strongly disagree 0 
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6. Quality of employee participation and development plans Is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
7. Quality of human resource compensation plan is excellent: 
strongly agree 0 agree 0 no Idea 0 
disagree 0 strongly disagree 0 
8. quality of systematic planning and executing of processes in organization is excellent: 
strongly agree 0 agree 0 no Idea 0 
disagree 0 strongly disagree 0 
9. Quality of organizational systems and procedures improvement system is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
10. Quality of product innovation system is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
1. Quality of customer orientation of organization Is excellent: 
strongly agree 0 agree 0 no Idea D 
disagree 0 strongly disagree 0 
12. Satisfaction of customers with firm product and services is excellent: 
strongly agree 0 agree 0 no Idea 0 
disagree 0 strongly disagree 0 
13. Increase of customer pool of the firm Is excellent: 
strongly agree C1 agree 0 no idea 0 
disagree 0 strongly disagree 0 
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14. Employee satisfaction with their work is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
15. Public Image of the firm is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
16. Improvement of performance Indicators of the firm is excellent: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
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Section 4: potential of firm internationalization 
Note: 
In each of the following questions please circle the best choice according to 
your experience with the organization 
1. The company fulfilled international turnover In proportion to company turnover: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
2. The company fulfilled supply and sales objectives in proportion to company turnover: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
3. The company fulfilled International operating revenue objectives in proportion to the total 
revenue: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
4. The company started business activities In different countries throughout the world and 
established agencies : 
strongly agree 0 
disagree 0 
agree 13 no idea 0 
strongly disagree 0 
5. The company managed to cooperate with a reasonable range of international companies: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 13 
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6. The company managed to activate a reasonable share of its assets internationally. 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
7. Firm was active in accelerated Internationalization activities: 
strongly agree 0 agree 0 no Idea 0 
disagree 0 strongly disagree 0 
8. Firm was active in wide international markets: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
9. Firm actively was increasing its revenue from Internationalization: 
strongly agree 0 agree 0 no idea 0 
disagree 0 strongly disagree 0 
Thanks for your participation and patience. Now please send the co 
questionnaire to the following address: 
II 
If you are interested to have a copy of my report, I will be glad to do so. For getting a 
copy of report please check mark the following circle: 
I 
10 
Best regards 
M. Din Mohammadi 
